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West wary over 
UN plea for extra 
troops in Bosnia 

Western European governments shied away from 
a United Nations request to send more troops 
to the Bosnian capital Sarajevo, while Russia 
hardened its stance against any Nato air strikes 
on positions held by Bosnian Serb forces. 

General Sir Michael Rose, the British UN com- 
mander based in Sarajevo, wants an immediate 
additional 3,000 troops to help monitor the collec- 
tion of weapons held by Bosnian Serb gwrf R/tsnfan 
government forces, supervise their storage, and 
demilitarise the city. Page 14 

Warning on Gorman debt: The indebtedness 
of the entire German public sector is likely to 
reach almost DM2,000bn f$l.l36bn), or roughly 
SO per cent of gross domestic product, by the 
end of the current year, from 56 per rant the year 
before, the Bundesbank warned. Page 14 

Swiss Bank Corporation launched the big 
Swiss bank results season with a 36 per cent rise 
in 1993 consolidated net income to SFrlJ37bn 
( J944m) - well ahead of forecasts - and a proposed 
14 3 per cent rise in dividends. Page 15 

Greece acts to Isolate Macedonia: Greece 
said it was freezing diplomatic ting with Mnrprfrmin 
and would not permit the landlocked former Yugo- 
slav republic to import fuel and other goods 
through the Greek port of The ssaloniki. Page 14 

Rhdne Poulenc net profits fall 36% 

Jean Rend Fourtou 
(left), chairman of 
Rhine Poulenc, France's 
recently privatised 
chemicals and pharma- 
ceuticals group, 
announced a 36 per 
cent fall in net profits 
to FFr962m ($163m). 

He said the economic 
outlook remained uncer- 
tain and expressed 
caution about recovery 
in the group's principal markets this year, saying 
he did not expect a substantial increase in profits 
until 1996. Page 15: Lex, Page 14 

Strikes hit Russia: A series ctf strikes and 
strike threats is now rippling across Russia, evi- 
dence of a growing militancy in face of non-pay- 
ment of wages, reductions in workforces and 
plunging morale as workers dice increasingly 
uncertain futures. Page 2 

Meeting over Rover takeoven Teams from 
BMW and Rover Group are understood to be flying 
to Tokyo this weekend for talks with Rover's 
longstanding partner, Honda, over the German 
carmaker's intended acquisition of the UK group. 
Page 15; Lex. Page 14; BMW profits. Page 15 

PLO and Jordan In border deal: Jordan 
and the Palestine Liberation Organisation agreed 
an open border policy and wrapped up other details 
of economic co-operation in a new spirit of co-ordi- 
nation following months of animosity over progress 
in the Middle East peace talks. Page 4 

Icy grip on US economy: Exceptionally cold 
weather could cause economic growth in the 
first quarter to fall short off administration projec- 
tions, commerce secretary Ron Brown said. He 
was reacting to the worst figures for housing 
starts in a decade. Page 3 

Nuclear call to N Korea: North Korea's 
agreement to allow international inspections 
of seven nuclear plants was greeted with qualified 
relief by South Korea and Japan. Both said more 
needed to be done to resolve suspicions over North 
Korea's nuclear programme. Page 4 

Queen to visit Russia: The Queen of England 
will this year become the first reigning British 
monarch to visit Russia since the 1917 revolution, 
in a move aimed at setting the seal on closer 
relations between London and Moscow. The 
autumn is the likely time. 

Westland, UK helicopter manufacturer, warned 
that moves to restructure the company and forge 
overseas alliances could be undermined if UK 
engineering group GKN succeeded with its hostile 
bid. Page 15 

Hofllnger, publishing group controlled by Conrad 
Black, expects to raise between C$30m and C*4Qm 
(USS22.2m-29.6m ) by offering minority stakes 
to the public in its US and Canadian newspaper 
chains. Page 18 

Quake kills more than 120s At least 127 
people were killed and nearly 1,000 injured when 
an earthquake measuring at least 6.5 on the Richter 
scale struck a mountainous region of Indonesia’s 
Sumatra island. 
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accommodate 


By Patti Wak&netr In Cape Town 

Mr Nelson Mandela, leader of the 
African National Congress, 
announced constitutional conces- 
sions yesterday aimed at averting 
a rightwing boycott of South 
Africa's all-race elections and 
reducing the threat of violence. 

“We must treat the threat of 
civil war seriously." Mr Mandela 
said after an emergency meeting 
of the ANC's policymaking 
national executive committee. 
“That is why we have gone out of 


our way to make these conces- 
sions." 

He announced concessions to 
strengthen the powers or prov- 
inces under the country's post- 
apartheid constitution but falling 
some way short of the demands 
of the Zulu-based Inkatha Free- 
dom party for provincial auton- 
omy. 

Chief Mangosuthu Buthelezi, 
Tnkatfra l eader , speaking at a con- 
ference in Cape Town before the 
ANC announcement, outlined a 
significantly tougher stance. He 


said be believed that Zulu King 
Goodwill Zwelithini’s recent 
demand for an independent Zulu 
homeland, which Mr Mandela 
said was out of the question, was 
probably “irreversible". 

Mr Mandela proposed constitu- 
tional changes aimed at accom- 
modating the fears not only of 
Inkatha. but of the white right- 
wing Afrikaner Volksfront, 
which demands a homeland for 
Afrikaners. Changes include 
unspecified powers of taxation 
for provincial governments, a 


constitutional principle safe- 
guarding the right to "self-deter- 
mination" - a key demand of the 
white right - as well as measures 
to ensure that the powers of 
provinces are not “substantially 
diminished" when the elected 
assembly writes a new constitu- 
tion to replace the 1993 interim 
constitution. 

Those concessions would prob- 
ably not affect the basic nature of 
the present constitution, which 
provides for strong central gov- 
ernment rather than the federal 


system demanded by Chief 
Buthelezi. But they would go 
some way to meeting the con- 
cerns of Chief Buthelezi. and 
demonstrate a willingness by the 
ANC to consider compromise. 

On provincial powers, Mr 
Mandela said: “The matter is on 
the agenda and we are prepared 
to hammer out a solution which 
is agreeable to all parties." 

Mr Mandela also said the ANC 
approved amending the new con- 
stitution to clear the way for con- 
sideration of an Afrikaner home- 


land after the election. He did not 
give details. The ANC also 
dropped its demand for a single- 
ballot system in the April 26-28 
election, and called for 
multi-party negotiations to be 
reconvened on Monday to 
approve the decision. The change 
would favour the regional parties 
such os Inkatha. 

President F.W. de Klerk said 
parliament would be recalled in 
March to incorporate the pro- 
posed amendments in the consti- 
tution. 


EU fines big 
steelmakers 
and warns 
of more cuts 


By David Gardner in Brussels 
and Ancfrew Baxter and 
Kevin Brown hi London 

The European Commission 
yesterday imposed a record fine 
of Ecul04.4m ($ll7m) on 16 of 
Europe's leading steelmakers for 
operating a cartel to supply the 
construction industry. 

The fines ware accompanied by 
a stiff warning that the Commis- 
sion would take a tough line 
against market-rigging in any 
industry. 

_] Brussels also issued an ultimar . 
turn to private steelmakers over 
plans for capacity cuts agreed by 
EU industry ministers last 
December. The Commission said 
the Ecu240m fund to ease the 
redundancies created by the 
restructuring would be with- 
drawn, unless the steel compa- 
nies came up with the agreed 
capacity cuts by April . 

The 16 companies were found 
guQty of infringing all the provi- 
sions of Article 6S of the Euro- 
pean Coal and Steel Treaty, 
which outlaws price-fixing, mar- 
ket-sharing and exchanging con- 
fidential information. 

■This was a case when every- 
thing that can be infringed has 
been infringed," said Mr Karel 
Van Miert, EU competition com- 
missioner, justifying the unprece- 
dented severity of the fines. “We 
needed to be tough," he said, 
adding that “there should no lon- 
ger be any doubt that the rules of 
competition are applicable in this 
Community." 

Mr Van Miert said the Commis- 
sion had levied the heaviest fines 
on “those who have sinned 
repeatedly". The ringleaders in 
the cartel to rig prices for beams 
and girders, according to the 
Commission, were British Steel, 


EU steelmakers to appeal 
against fines Page 2 

Editorial Comment Page 13 
Lax Page 14 


fined Ecu32m; Unimetal, a divi- 
sion of France’s Usinor-Saciior, 
fined R mlg-Sm; and Thyssen of 
Germany, fined Ecu6-5ol 

The Commission's decision was 
bitterly criticised during angry 
exchanges in the British House of 
Commons,. aipsof jail parties-saM. 
the judgment was unfair to Bri£~ 
ish Steel 

Mr Tim Sainsbnry, the indus- 
try minister, rejected claims that 
the fines were linked to the Com- 
mission's plans to reduce capac- 
ity throughout Europe. But there 
were cheers on all sides as Mr 
Phillip Oppenbeim, a Conserva- 
tive backbencher, accused the 
Commission of rigging the steel 
market and creating “a mess of 
overcapacity." 

German steelmakers and Brit- 
ish Steel said they would appeal 
against the Co mmiss ion's judg- 
ment to the European Court of 
Justice. Mr Ruprecht Vondran, 
president of the German steel 
federation, said: “German steel 
companies will not accept this 
decision silently ." 

The powerful Brussels competi- 
tion authorities found that 
between 1984 and 1990, the 16 
companies operated what Mr Van 
Miert called “a very well organ- 
ised and centrally steered” cartel 
through Eurofer, the pan-Euro- 
pean steel industry group. 

politically, the Commission’s 
exposure of the cartel's anti-com- 
petitive practices -including the 


Washington takes aggressive stance on official lobbying for deal 

US groups 
win $6bn 
Saudi 
airliner 
contract 


Continued on Page 14 


By George Graham in 
Washington and 
Paid Betts In London 

The US has won a $6bn deal to 
modernise Saudi Arabia's airline 
fleet with Boeing and McDonnell 
Douglas aircraft, dealing a heavy 
blow to their European rival. Air- 
bus Industrie. 

The order for about 50 airlin- 
ers, announced by President Bill 
Clinton yesterday with an 
unusual White House fanfare, fol- 
lows a year of intense lobbying 
by many in the US cabinet Mr 
Clinton said the work would cre- 
ate 60,000 jobs in the US. 

The White House’s direct 
involvement iXL.clinching- the 
order is expected to heighten 
trade tension between the US and 
Europe over the overt use of 
political pressure to win commer- 
cial aircraft sales. 

Saudi Arabia's decision to 
choose US manufacturers over 
Airbus to supply Saudla, its 
national airline, is a particularly 
significant, setback for the Airbus 
consortium, which had hoped to 
win much of the order. 

Big commercial aircraft orders 
are still rare because of the finan- 
cial difficulties faced by many 
airlines. 

The negoti a ti o ns have involved 
an unprecedented degree of US 
government export promotion, 
cemented by visits to Riyadh by 
three US cabinet secretaries and 
by Mr Clinton’s own telephone 
lobbying of King Fahd. It has 
been matched by similar 
high-level lobbying by the four 
European Airbus partner co un- 


Mr Clinton said in the televised 
announcement that the US 
administration would continue to 
be “aggressively involved in this 
kind of [sales] endeavour when it 
is appropriate". 

European aerospace industry 
officials last night said the Sau- 


Renault and Volvo move to 
unwind cross-shareholdings 


By John Ridding in Paris and 
Hugh Camegy in Stockholm 

France's Renault and Volvo of 
Sweden are moving to dismantle 
their cross-shareholdings in the 

wake of the collapse last year of 
plans to merge their car activi- 
ties. 

French officials said it was nec- 
essary for state-owned Renault to 
“regain its freedom of action,” 
although they declined to con- 
firm reports that the cross-share- 
holdings will be unwound as part 
of the privatisation of Renault, 
scheduled for the second, half of 
this year. 

Volvo is also understood to be 
anxious to dismantle the cross- 
sbareholdingE, established when 
the two groups forged an alliance 
in 1990. The Swedish group wants 
freedom to seek the long-term 
co-operation with other motor 
indukry -manufacturers it needs 
to help it bear the high costs of 


developing a new model range. 

Under the terms of the 1990 
alliance, Renault retains 25 per 
cent of Volvo's car activities and 
45 per cent of the Swedish 
group’s truck operations. Volvo 
holds 20 per cent of Renault 
group and 45 per cent of RVI, the 
company’s truck and buses oper- 
ation. The agreement prevents 
both groups from forming alli- 
ances with other vehicle groups 
and was designed as a precursor 
to a fun merger. 

Negotiations on unwinding the 
alliance have accelerated since a 
new bomd took office at Volvo 
last month following the resigna- 
tion in December of Mr Pehr Gyl- 
Lenhammar, former rhalrman 
and architect of the Renault deal. 
Renault and Volvo have already 
dismantled several industrial pro- 
jects and ended joint purchasing 
and design operations. Earlier 
this month, Rena ult sold more 
than half of its 8B per cent stake 


In AB Volvo, the Swedish group's 
parent company 
Mr Gerard Longuet, the French 
industry minister, said yesterday 
that the process of separation 
was progressing smoothly. Speak- 
ing in an interview on RTL radio. 
Mr Longuet compared the separa- 
tion to a divorce between “two 
well brought up people". 

Volvo is likely to reduce its 
shares in Renault at the time of 
privatisation of the French 
group, and may further cut its 
stake following the sale. Renault 
would gradually reduce its shares 
in AB Volvo on the stock market 
But both the French and Swed- 
ish sides said a divorce had not 
been worked out and it was not 
dear how long the process would 
take. Volvo is anxious to achieve 
full value for its Renault Invest- 
ment and is concerned not to 
rush an agreement 

Lex, Page 14 
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Prince Bandar bin Sultan, the Saudi ambassador to Washington (left), and BCD Clinton admire a model 
Boeing 747 at the White House announcement of the $6bn aircraft deal 


dia deal was “an important les- 
son" for Europe becauseit under- 
lined the US government's 
increasing commitment to put its 
full political weight behind big 
export deals. 

“It certainly slams shut the 
door on the US contention that 
Europeans have been putting an 
political pressure to win Airbus 
export sales," a French official 
noted. 

Confirming the US govern- 
ment’s new, aggressive export 
stance, Mr Ron Brown, commerce 
secretary, said: “We have finally 
broken out of the shackles that 
have caused a several-decade 
debate about the role of govern- 
ment Our international competi- 
tors figured out that role a long 
time ago, and that’s why they are 
doing much better than they 


should be doing in international 
competition?* 

The US Export-Import Bank 
has also arranged for its largest 
ever preliminary commitments to 
provide loan guarantees to assure 
Boeing and McDonnell Douglas 
of the financing they needed. 

However, Airbus, whose part- 
ners include British Aerospace 
(20 per cent), Aerospatiale of 
France (37.9 per cent), Deutsche 
Aerospace (37.9 per cent) and 
Casa of Spain (4.2 per cent), yes- 
terday said it had still not heard 
from Saudia whether its compet- 
ing offer had been rejected. 

“We have as today no indica- 
tion from Saudia as to whether 
they accept or reject our offer of 
planes, whose validity has been 
extended to March I at their 
request”. Airbus said. 


Boeing and McDonnell Douglas 
said details of the contract, 
including which precise aircraft 
would be supplied, had not been 
worked out. Prince Bandar bin 
Sultan, the Saudi ambassador to 
Washington, said representatives 
of the two US aircraft manufac- 
turers would be invited to Riyadh 
to start negotiations after the end 
of Ramadan, around March 20. 

McDonnell Douglas has been 
offering its MD-11 long-range jet 
while Boeing has been discussing 
747s. its new 777 twin-engine wid- 
ebody and the smaller 737. 

Airbus has offered its A340 
long-range aircraft and its 
smaller A320. 

Saudi Arabia's budget has been 
constrained by falling oil prices, 
and $9hn owed anas deals has 
recently been restructured. 
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This announcement appears 
as a matter of record only 


We are pleased to announce that 

Deutsche Bank AG has acquired Sharps Pixley 

The new divisions and companies operate under the following names: 

in London 

Deutsche Bank Sharps Pixley, a division of Deutsche Bank AG 
Member of the London Gold Fixing and the London Silver Fixing 

Sharps Pixley Metals Ltd., member of the Deutsche Bank Group 
Ring Dealing Member of the London Metal Exchange 

in New York 

Deutsche Bank Sharpe Pixley Inc. 
wholly owned subsidiary of Deutsche Bank AG 

Member of COMEX, New York 

Sharps Pixley Brokers Inc., member of the Deutsche Bank Group 
Registered Futures Commission Merchant 

For further information please contact: 

Frankfurt 


Deutsche Bank AG 
Head Office 

London (71) 6266191 (Bullion) 

New York (212) 983-5720 (Bullion) 


(69) 7240548 
(71) 2836435 (LMEJ 
(212) 351-5780 (LME) 


Deutsche Bank Group 
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NEWS: EUROPE 


Miners lead 
strike wave 
in Russia 


By John Lloyd in Moscow 

A series of strikes and strike 
threats are now rippling across 
Russia, evidence of a growing 
militancy in face of 
non-payment of wages, 
redactions in workforces and 
plu n gin g morale as workers in 
different industries face 
increasingly uncertain futures. 

The coalminers, traditionally 
the most militant group in 
Russia as elsewhere, have 
staged stoppages in the Arctic 
region of Vorkuta and in the 
larger Kuzbass coal basin. 
However, a wider strike 
expected to be called on 
Tuesday has been delayed, as 
divisions emerged on the 
council of the Independent 
Miners* Union about how far 
political demands should be 
advanced. 

Hr Yuri Shair anlk, the 
Russian energy minister, 
promised the Kuzbass men on 
Tuesday to pay Rbsl^OObn in 
back wages in order to avert 
action in the basin. 

More seriously for the 
government, oil workers in the 
city of Nizhnevartovsk, the 
centre of the Tyumen 
oil-producing region, have 
voted for a strike which will be 
called by a strike committee “if 
the situation requires”. The oil 
workers claim they have not 
been paid their salaries, of 
around Rbs500.000 a month, for 
three months. 

Thousands of teachers at 
institutes of hi gher education 
struck yesterday, also 


protesting against 

non-payment of wages and 
citing rapidly worsening 
conditions in the colleges. 
They demanded payment in 
full of all wages and that the 
government fulfil its promises 
to index the low pay rates to 

rnflaHrm 

In Moscow, the city’s 
ambulance service workers, 
who include doctors in their 
ranks, have decided to strike 
from March 1 - but in a 
“special form” which will 
include not carrying corpses 
(except those of children) and 
not filling in forms, but will 
not include refusing to take 
emergencies and the aged to 
hospital. 

An earlier call for a fall 
strike, made by the work force 
council of the ambulance 
agency, was overturned by a 
meeting of the service's 
workers yesterday. Mr Anatoly 
Solovyov .head of the service, 
said that many, especially the 
elderly, “would experience a 
moral, if not physical, trauma 
if they hear of an all-out 
strike". 

Strikes have been rare in 
spite of -or because of -the 
steadily worsening living 
standards and the now 
habitual inability of 
enterprises to pay their 
workers. However, the example 
of the miners, who have 
usually won promises Of not 
always the actuality) of extra 
payments whenever they have 
threatened strike, the practise 
seems to be spreading. 


Belarussians look to rouble tie to save them 

Leyla Boulton on a plan which critics say would amount to Russia subsidising an unreconstructed neighbour 


“Socialism lives on hare. Who 
in the west would feed us like 
Russia does?" asked Mr Stani- 
slav Bogdankevich, governor 
of the central bank of Belarus, 
the former Soviet republic that 
is hoping to consummate a 
rouble marriage with its giant 
neighbour as soon as possible. 

Bat as he watched demon- 
strators march past bis win- 
dow in protest against a cur- 
rency union, plan which has 
also been attacked by Russian 
reformers, he admitted that too 
many people in Belarus, 
including its neo-communist 
government, were under the 
illusion “that this monetary 
union will save them". 

F inal agreement is awaiting 
a decision by Mr Victor Cher- 
nomyrdin, the Russian prime 
minister, an Belarus demands 
for the deal to include subsi- 
dised energy and a favourable 
exchange rate for replacing its 
surrogate currency, the hare, 
with the Russian rouble. 

Mr Chernomyrdin and Mr 



Victor Gerashchenko, the Rus- 
sian central hanir chairman 
who would take over many of 
Mr Bogdankevich's responsibil- 
ities if thft deal goes thro ugh. 
Haim it will help thiRgifln com- 
panies by restoring old Soviet- 
era trading links 
Along with making Belarus 
follow Russian m onetar y, fis- 
cal, and trade policy, the pro- 


posed treaty would abolish all 
customs barriers between the 
two countries. Politically, it 

WOUld wifllrg Rolamc, t radition . 

ally the least independent- 
minded republic in the former 
Soviet Union, abandon much of 
its sovereignty to Its neigh- 
bour. 

Mr Vyacheslav Kebich, the 
Belarus prime minister who 
has failed to introduce any sig- 
nificant market reforms and 
now wants to restore Soviet- 
era price controls to deal with 
inflat i o n that is twice as high 
as in Russia, claimed the deal 
represented the republic’s 
“only chance of s urviv al**. 

But critics of the agreement 
in Russia, such as Mr Boris 
Fyodorov, the former finance 
minister who believes the par- 
liament will block it, say Rus- 
sia cannot afford to take on the 
subsidisation of an unrecon- 
structed neighbour. Even the 
Belarus side, claiming they 
spend more money maintain- 
ing Russian troops on Belarus 


soil, have valued the Russian 
energy subsidies it wants at 
$l.4bn a year. 

Mr Vladimir Karyagin, who 
heads a Belarus entrepreneurs’ 
union, fears that in finalising 
the deal, the two governments 
will focus on helping large 
state-owned factories at the 
expense of his country’s fledg- 
ling private business sector. 

Mr Bogdankevich, whose 
pleas for bolder reform have so 
far fallen on deaf ears in the 
government, said that mone- 
tary union, if accompanied by 
subsidised energy for Belarus 
companies, would offer “sensi- 
ble new rulers’* a golden oppor- 
tunity to restructure and pri- 
vatise the economy. 

“But you cannot conduct 
reforms if the government is 
not up to them," he said, 
doubting the opportunity 
would be taken up, at least not 
before fresh elections, which 
are being demanded by the 
opposition. 

Although a meek response to 


a general strike call, the dem- 
onstration by a few thousand 
protestors last Tuesday illus- 
trated the discontent simmer- 
ing among the republic's 10m 
inhabitants . Saying that many 
workers had been frightened 
away from the protest by the 
government and their manag- 
ers. the demonstrators com- 
plained about ferocious infla- 
tion, low pay and ailing 
factories. They demanded early 
elections for both parliament 
and a new post of president to 
sweep out a leadership domi- 
nated by old-style party 
bureaucrats. 

“Our government is trying to 
save Itself by joining the rou- 
ble zone, which we do not 
need,” said Mikhail, a worker 
at an electronics plant. “But 
we would join a dollar zone 
any day." 

Having kept this industria- 
lised republics’ state-owned 
enterprises going with infla- 
tionary cheap credits, the gov- 
ernment last year boasted that 


industrial production had 
fallen only 10 per cent in 1993. 
But the results of its refusal to 
reform are now catching up 
with it Industrial enterprises 
which have continued to func- 
tion without being forced to 
become more efficient are 
experiencing a fall In produc- 
tion much greater than in Rus- 
sia. 

Industrial output fell by 39 
per cent in January alone com- 
pared with January 1992, and 
inflation for January was 
about 40 per cent, double the 
Russian rate. Factories are 
grinding to a halt and workers 
fear they will be laid off even 
without restructuring. 

With only 3 per cent of stale- 
owned industry and agricul- 
ture in private hands, and a 
discount rate the same as Rus- 
sia’s despite inflation being 
twice as high. Mr Bogdankev- 
ich's hopes that a union could 
push Belarus into starting 
reforms seem at least optimis- 
tic. 


Moscow devolves power to Tatarstan republic 


By John Lloyd in Moscow 
Moscow has ceded extensive 

tin an rial and other powers tO 

Tatarstan, one of its richest 
and most independent-minded 
republics, hailing frhp move as 
a model for others in the Rus- 
sian federation to follow. 

Details of the deal, signed on 
Tuesday by President Yeltsin 
and President Minizmer Shami- 
yev of Tatarstan, will emerge 
tomorrow when the treaty is 
debated in the Duma. However, 
it appears that Moscow has 
allowed Tatarstan to retain its 
own constitution, unamended 


- a constitution in which Rus- 
sia is mentioned only three 
tunes, once as a “neighbouring 
state”, and where fun sover- 
eignty including the right to 
veto Russian legislation is 
vested in Tatarstan. 

Mr Sergei Shakhrai the min- 
ister responsible for the 
regions, admitted yesterday 
that the Tatar constitution 
would stay and that it would 
be “a long time" before the 
Tatar parliament amended it to 
be consonant with the Russian 
constitution. However, he said 
that Tatarstan's demand to 
decide what share of taxes it 


sends to Moscow had been 
turned down though the fed- 
eral government would take a 
relatively small share of local- 
ly-raised taxes. 

According to newspaper 
reports, Mr Shamiyev admitted 
that the resignation of Mr 
Boris Fyodorov, the former 
deputy premier in charge of 
finance, had made agreement 
possible - presumably because 
he had objected to t he financial 
arrangements in tfrp treaty. 

Mr Yeltsin, commenting that 
the agreement had been “hard- 
won”, nevertheless said it was 
“a completely new kind of act”. 


Mr Shakhrai said the model 
could be used for other “prob- 
lem" regions and republics 
within Russia - such as 
Chechnya, where General 
Dzhokar Dudayev, the presi- 
dent, has declared indepen- 
dence; and in the Kalining rad 
region in Russia’s extreme 
north-west, where the local 
authorities have declared a 
customs-free zone. 

The deal is also being seen 
as a mod**! beyond the Russian 
Federation. Mr Valerian 
Advadze, the Georgian ambas- 
sador in Moscow, said yester- 
day that the treaty could 


become a model for his country 
in attempting to strike an 
agreement with the breakaway 
region of Abkhazia, where 
fierce fighting raged until 
Georgian troops were expelled 
last September. 

The agreement has saved 
Russia from the embarrass- 
ment of having an important 
republic with 5m people nearly 
half of thgm ethnic Russians, 
effectively outside the federa- 
tion. However, the concessions 
made may in fixture threaten 
the integrity of Russia - if 
other regions and republics 
demand the same terms. 
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EU steelmakers 
to appeal against 
Commission fines 


By Andrew Baxter and Ariane 
Genfltad 

European steelmakers reacted 
angrily last night to fines of 
Ecul044m (E78.9m) imposed on 
16 companies by the European 
Commission for allegedly oper- 
ating a cartel in steel beams 
used in the construction indus- 
try. 

Mr Brian Moffat, chai rman 
and chief executive of British 
Steel, said the company would 
be appealing against the deri- 
sion, probably to the European 
Court of Justice. British Steel, 
seen by the Commission as one 
of the ringleaders, faces the 
heaviest fine of the 16 steelma- 
kers - Ecu32m (£24JSm). 

Mr Ruprecht Vondran, presi- 
dent of fixe German steel feder- 
ation, said: “German steel com- 
panies will not accept this 
decision silently. They will 
instead defend themselves in 
front of the European Court of 
Justice and show that all prin- 
ciples of free competition have 
been respected." 

The steelmakers are upset 
both by the timing of the deci- 
sion and tiie judgment Itself. 
Following dawn raids by the 
Commission's competition 
directorate in 1991, a judgment 
against the companies was 
made in 1992, but no fines were 
announced. 

One steelmaker says it had 
heard nothing from the Com- 
mission on the matter for a 
year until this week's “con- 
trolled teak”. This threatened 
to add further controversy 
ahead of Tuesday's crucial 
meeting between heads of the 
big producers and the Commis- 
sion. The industry clearly 
believes the leak was intended 
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to put pressure on it to agree 
to much-needed capacity cuts. 

The Commission says that 
after 1988 - when the so-called 
manifest crisis regime in the 
industry ended - the industry 
was repeatedly told to cease 
cartel practices in beams 
girders. The industry says it 
repeatedly sought guidance 
from the Commission on tfa* 
legality of intercompany dis- 
cussions. 

According to British Steel, 
from mid-1988 the Commission 
authorised a framework of 
market monitoring. The UK 
producer rebuts the Commis- 
sion’s comments on market 
sharing - it says it increased 
its deliveries of beams to Conti- 
nental markets nearly eight- 
fold between 1986 and 1993. 

Mr Moffat said British Steel 
wanted the Commission to be 
given the authority to vet sub- 
sidy cases before the aid is 
granted rather than retrospec- 
tively as occurs now. He said 
the company would not con- 
tribute to the capacity cuts 
fund if the subsidies issue was 
not resolved satisfactorily. 


Former Italian premier tries to tarnish the left 



CraxL bid to dish political enemies ojnow*i 


Craxi 

pursues 

communist 

vendetta 

By Robert Graham in Rome 

Mr Bettino Craxi, the former 
Socialist leader facing an array 
of corruption charges, has cele- 
brated the second anniversary 
of the Milan magistrates* anti, 
corruption crusade by handing 
the authorities a dossier on the 
illicit financing of his political 
enemies on the left 

The vendetta is aimed at 
Italy’s former Communist 
party and its heir, the Party of 
the Democratic Left (PDS) in 
an attempt to tarnish the PDS 
with the same corrupt image 
as the other t raditional parties 
in the run-up to the March 
elections. 

The dossier may lead to 
investigation of several senior 
PDS politicians. Mr Massimo 
D’Alema, the PDS number two, 
yesterday called on Rome mag- 
istrates at his own initiative to 
clarify the matter. 

Later Mr D’Alema said Mr 
Craxi was being sued for libel, 
adding: “It is unheard of in any 
civilised country for a politi- 
cian to go and denounce his 
adversaries with baseless accu- 
sations.” 

Throughout the corruption 
scandals, the PDS has sought 
to distance itself from the 
behaviour of the post-war rul- 
ing parties. Party officials have 
insisted those members 
charged with corr u p ti on were 
marginal players. 

Party members accused of 
corr u ption or illicit party fin- 
ancing have always claimed 
they were acting in a personal 
capacity. This was the case 
this week when Mr Renato 


Morandina, a co uncillo r in the 
Veneto region, admitted receiv- 
ing L200m (£81,030) from a Flat 
subsidiary. 

Mr Craxi and some of his col- 
leagues ctehn the ma g istr ates 
have been soft on the left. This 
is also the view of morHa mag- 
nate Silvio Berlusconi’s elec- 
tion propaganda. Mr Berlus- 
coni recently secured for his 
Forza Italia movement the can- 
didature of Ms Tizlana Rarenti, 
who was forced out of the 
Milan magistrates’ investiga- 
tive team. She says this was 
because she investigated too 
aggressively the affairs of the 
PDS. 

Mr Craxi is determined to 
prove the Communists (PCI) 


received substantial funds 
from Moscow and enjoyed 
illicit financial support 
through deals with party-con- 
trolled co-operatives in north- 
ern Italy. In turn he has justi- 
fied the taking of bribes by 
Socialists by the need to raise 
funds to fight communism. 

Since the scandals broke two 
years ago, 2,993 have been 
arrested, and 338 deputies are 
under investigation. 

Yesterday parliament agreed 
to waive immunity on Mr 
Gianni De MteheHs , the farmer 
Socialist foreign minister, and 
Mr Gianni Prandini, the Chris- 
tian Democrat former trans- 
port minister, to face corrup- 
tion charges. 


Swiss voters threaten to buck traffic trend 
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Poland clears way 
for IMF debt deal 

Poland's parliamentary budget committee yesterday approved the 
1991 draft budget, paving the way for an IMF-negotiated debt 
reduction programme with the Paris Club of western creditors, 
writes Christopher Bobinski in Warsaw. The Z83,000bn budget, 
already approved by the IMF, represents a public deficit of 42 per 
cent of gross domestic product It is central to the IMF-negotiated 
agreement to reduce Poland’s $33bn debt by 20 per cent The 
budget still has to go to the full chamber for approval but 
yesterday's derision is likely to undermine a campaign on the left 
of the governing coalition for higher spending. 

Europe’s creditors kept waiting 

Two think; of small- and medium-sized businesses in Europe 
report growing delays in payment of debts and invoices, with the 
average waiting period across Europe some 65 days, a new survey 
reveals, writes Gillian Tett in Brands. The survey says almost a 
quarter of small businesses say they wait more than 90 days for 
payment while almost 10 per cent wait around four months. 
Worst affected is Italy, which has an average waiting period of 90 
days, followed by Spain with 80 days. Sweden and Denmark have 
waiting periods of 38 and 36 days respectively. 

Brussels to smooth beach rules 

European Union directives on the qualify of bathing water on 
European beaches will be streamlined and sli g htl y modified, the 
Commission decided yesterday, writes Gillian Tett Britain bad 
complained that the regulations were too strict and expensive to 
imple m e nt The changes will cut p roce dures used for testing 
water for the presence of nitrates and bacteria. 

French fishermen admit defeat 

French fishermen began returning to work after a two-week 
strike yesterday despite a widespread belief they had lost their 
battle against cheap fish imports, Reuter reports from Rennes 
Strike leaders told fishermen to accept government aid worth 
Ffr45Qm (£51m) and resume fishing. 

Slovak PM faces rejection 

Slovakia’s parliament yesterday rejected a proposal by Prime 
Minister Vladimir Medar for early elections next June, Reuter 
reports from Bratislava. Opposition deputies predicted the defeat 
of Medaris proposal would be followed by a vote of no confidence 
in his government within the next few days. 

Swiss to appeal over Iranians 

Switzerland will appeal to France’s top administrative tribunal in 
a bid to prove that Paris violated international law by refusing to 
extradite two Iranians accused of murdering a iwarifng opposition 
figure. The Swiss justice minister said France broke European 
extradition treaties when it returned the two suspects, Sharif 
Esfahani and A hmad Taheri, to Iran in December, rather than 
handing them over to Swiss authorities. 


Ukraine 
shies from 
continuing 
squeeze 

By Jffl Barahay In Kiev 

The Ukrainian government is 
coming close to abandoning a 
tight three-month credit 
squeeze and is slowly bending 
to political pressure to issue a 
flood of new credits worth 
nearly 10 per cent of the coun- 
try's gross domestic product 
Not even the presence in 
Kiev this week of an Interna- 
tional Monetary Fund team, 
offering a $700m (£474m) loan 
in support of tighter monetary 
policies, appears to have soft- 
ened demands for new growth 
in tiie money supply. 

So for, tiie credit squeeze has 
been left to function without 
any accompanying fiscal sup- 
port. “Strict monetary policy 
without reform is empty.” Mr 
Victor Yushchenko, national 
bank chairman, told the FT. 
“It’s plain cruelty when some- 
one hasn’t received his salary 
in five months. The only way 
is to issue new money." 

Eighty days ago Ukraine 
began its first crude attempt to 
combat hyperinflation by a 
sudden clampdown on the 
money supply. Annual infla- 
tion was over 9,000 per cent in 
1993. In December, with the 
squeeze in effect, inflation 
slowed to 190 per cent. 

However, the squeeze hit all 
enterprises, solvent and foil- 
ing. Many workers have not 
been paid. Others have been 
seit home on unpaid leave and 
enterprises have been unable 
to pay bills. 

But after this brief adventure 
with a tough anti-inflationary 
policy, the government is on 
the retreat. Mr Leonid 
Kuchma, former prime minis- 
ter and an active campaigner 
in next month’s parliamentary 
elections, has reportedly vowed 
to bring the government down 
if credits are not released to 
enterprises. 


By Ian Rodger in Bern 

Picture the scene. An elegant 
chamois buck stands nobly on 
a mountain hillside against a 
background of Alpine flowers 
and a lorry-choked motorway. 
He implores you to vote “Ja" 
in a referendum on Sunday to 
force all transit lorries off the 
road and on to the rails. 

Nothing tugs at the Swiss 
heart as much as a combina- 
tion Of Alps and wild animals, 
as the designers of this cam- 
paign poster know. And it 
seems there is a fair chance 
that a majority of Swiss will 
heed the buck's caH 

The referendum, which 
arises from a petition by resi- 
dents of Alpine communities 
four years ago. asks voters sim- 
ply “to protect the Alpine 
region from transit traffic”. 

The fine print stipulates that 
approval would mean a bau on 
all lorries in international tran- 
sit (as opposed to those on 
local or import-export jour- 


neys) from Swiss roads. It 
would also prohibit the govern- 
ment from extending or enlarg- 
ing motorways on transit 
routes. 

If a majority votes in favour 
of the so-called Alp Initiative, 
relations between Bern and the 
European Union, already 
strained by Swiss voters' 
refusal to join the European 
Economic Area 14 months ago, 
would become frosty indeed. 
Imposing a lorry transit ban, 
even after a 10-year transition 
period as the petitioners are 
demanding, would undermine 
a 12-year EU-Swiss transit 
treaty that came into force 
only last year. 

A vote to ban could also 
affect the European Union 
enlargement negotiations. Aus- 
trians, whose Alpine instincts 
are as strong as those of the 
Swiss, could become more 
obdurate in opposing Brussels’ 
attempts to ease lorry transit 
restrictions in their country. 

The mood in Bern this week 


Is sombre, as government lead- 
ers acknowledge their failure 
to weaken the attractions of 
the Alp Initiative. 

No opinion polls have been 

taken - partly because it is 
perceived to be an issue on 
which people might lie about 
their intentions - but everyone 
expects the outcome to be 
close. 

The vote takes place against 
the background of inexorably 
rising lorry traffic through the 
Go tt hard pass, which bisects 
Switzerland. Since the Got- 
thard road tunnel opened in 
1980, daily traffic on this most 
convenient route between Ger- 
many and Italy has risen 30 
times to 2£00 lorries a day, of 
which 40 per cent are In tran- 
sit The Swiss government is 
expecting a further surge to 
6,000 by 2000. 

For the occasional hike r, it is 
annoying to reach tiie peaks 
towering over the Reuss valley 
which leads up to the Gotthard 
pass and still hear the thunder 



of lorries for below. But for the 
residents of the canton of Uri, 
most of whom live and work 
cheek by jowl with the motor- 
way in this narrow valley, the 
noise and fumes have become 
Intolerable. 


Apart from the chamois 
buck, the most memorable 
image of this campaign is of a 
tearful Uri woman showing her 
asthmatic son on television. 

The government is sympa- 
thetic. Two years ago, it held 
out firmly against Brussels' 
demands that Swiss lorry 
weight limits be raised from 28 
tonnes to the European Union 
40 tonne norm. It also restricts 
transit lorries to weekday day- 
time operation. 

These constraints have 
already shifted 90 per cent of 
transit traffic to tiie rails, it 
points out Thus, there is no 
need for further restrictions 
that would probably provoke 
EU retaliat io n. 

The Alp Initiative backers 
see thing s differently. A han 
would encourage other coun- 
tries to follow Switzerland's 
lead, they say, and would 
assure that the new SFr20bn 
f£9.2bn) Gotthard rail tunnel 
that Switzerland is to build 
will attract plenty of business. 


Dutch output slips 1.5% 
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Dutch manufacturing oul 
fell a provisional 15 per cen 
average in 1993 compared i 
1992, the Central Bureau of 
tistks (CBS) said. In Decern 
manufacturing output drop 
2.2 per cent on the previ 
month, giving a 0 2 per cent 
year-on-year. Last year was 
first since 1982 that manufoc 
ing output fell compared i 
the previous year, the CBS s 
After dropping \2 per ceni 
1982, output increased by 
average 2.7 per cent a year f 
1983 to 1992. In the chem 
industry, last year’s out 
dropped more than 3 per < 
against 1992 and in the m 
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sector it was down almost 3 per rent 

■ Lower imports helped cut Austria’s 1993 trade deficit by 8, 
cent to Sch97.7bn. Exports fell 4.2 per cent to Sch467.2bn_ Imi 
fell 49 per cent to Sch5649bu. 

■ Finland’s GDP will grow 2 per cent this year following 
year’s 2J> per cent fall, the finance ministry said. GDP would 
5 per cent In 1995. 

Foreign currency reserves in the Czech banking sys 
reached S6-4bn In February, up from $6.29tm at the aid of 
the Czech National Rank said. 
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Chile lights 
way for its 
neighbours 


P resident Eduardo Frei’s 
government takes over 
in Chile next month fee- 
ing a set of economic problems 
most Latin American govern- 
ments wish they had. 

Growth is forecast to slow to 
4 per cent this year as a result 
of depressed export markets, 
from 6 per cent last year and 
10.3 per cent in 1992. 

Little change is expected in 
overall economic policy. "Chile 
is the one country in Latin 
America that really has turned 
the corner," says a senior 
World Bank nf&mai 
Many Chileans shrink from 
offering their experience as a 
model, given its genesis In the 
17-year military regime of Gen- 
eral Au gusto Pinochet The 
importance of authoritarian 
government to economic suc- 
cess is as yet unproven. 

Mr Alejandro Foxley, the 
outgoing finance minister, 
argues that military regimes 
are inherently unstable. "Con- 
sensus policies should work 
better in the long run. They 
should provide more stability - 
military governments always 
end up being thrown out of 
power." 

Stability is a strong theme 

Stephen Fidler 

reports on a 
Latin American 
country that 
has turned the 
economic 
comer 

emerging from conversations 
with Chile's economic policy- 
makers. Mr Roberto Zahler, 
president of the independent 
central bank, says consistency 
and transparency of policy 
have been important concerns, 
among other things, promoting 
savings and investment “We 
give lots of weight to stability, 
to soundness, to avoiding 
stop-go. policies. " 

Mr Gert Rosenthal head of 
the Santiago-based Economic 
Commission for Latin America, 
argues that Chile has been the 
guiding light for many of the 
region's market-oriented eco- 
nomic policies. 

"Basically Latin America is 
copying the Chilean model in 
terms of export orientation. 
Coun tries are looking at pri- 
vate pension fund pro- 
grammes, at policies of fiscal 
restraint, at establishing an 
autonomous central bank and 
at macroeconomic manage- 
ment" 

Mr Foxley says there are ele- 
ments that wonld be valid for 
almost any country. “Fiscal 
discipline, opening up the 
economy, a body of policies 
that allows the private sector 
to feel it can do its own thing. 
But Td add another point the 
importance of the role of the 
government - in ensuring pub- 
lic investment in infrastruc- 
ture and the importance of 
generating enough revenue to 
be able to devote a lot of 
resources to investment in the 
social sectors." 

Other important aspects of 
Chilean policy may be less 
appreciated. One has been 
manag in g the exchange rate to 
keep it as competitive as possi- 
ble. This contrasts with Mexi- 
can and Argentine policies 
which have aimed at tackling 
inflation in part by keeping the 
exchange rate strong. 

The Chilean government has 
accepted the downside of this - 
that inflation will came down 
more slowly than otherwise. 
“We are not attempting to sta- 
bilise prices instantaneously," 
says Mr Zahler. “We are in the 
process of a gradual, consist- 
ent, steady reduction in the 
rate of inflation." 

Chile has also avoided the 
worst of the problems faced by 
other Latin American econo- 
mies in coping with capital 
inflows. Many have been stuck 


Argentine move on 
freed drugs suspect 

By John Barfiam in Buenos Ainas 

Federal prosecutes in Argentina b ave de mandMthe arrest of a 
leafing suspect in the country's largest ever Ihm 
iwwring his release on hail at the end of December. The freeing of 

Sue from Bolivia. The drugs were to be amt m to Europe 
SIdthe STa farther 1,124 tonnes were seized In the US as part 

rf j£ e Aria® wafrdSaed because he had spent more than five 
yeeure fo^tody. Prosecutors 
last year and now fear more 

SmuJ agencies say Argentina has grown m importan ce as a 
corridor and as a money latmdenog centre. 


A ccording to Mr Zah le r 
of the central bank, 
another important 
explanation has been indexa- 
tion. This has assured Chileans 
that inflation will not erode 
their savings, although it has 
also increased inflationary 
inertia. “In an economy with 
such a long history of infla- 
tion . . . indexation has been 
crucial for the financial system 
and in developing savings.” 

The other factor, he sug- 
gests, Is growth. “When yon 
have expectations that the 
economy trill go an growing, 
then people tend to save." 

Not everything is rosy. While 
unemployment has dropped to 
around 45 per cent its lowest 
in 20 years, many of the jobs 
are low paid and of pom: qual- 
ity. The country is also still 
over-dependent, an raw materi- 
als: only 20 per cent of its 
exports are . manufactured 
goods, though the figure is ris- 
ing. Its health and education 
systems are In great need of 
reform. Mr Fcodey rays. 

Yet so uncontroversial has 
overall economic policy 
become in Chfla, the new gov- 
ernment has the chance to 


Icy weather grips US economic growth 


in a policy conundrum: rapitni 
inflows led to appreciation of 
the domestic currency, gener- 
ating increases In money sup- 
ply. This has brought inflation- 
ary pressure. Yet if the 
government tries to mop up 
extra liquidity (by selling gov- 
ernment debt) interest rates 
rise, deterring productive 
Investment and encouraging 
farther capital inflows. 

Chile has managed to avoid 
this by keeping exchange con- 
trols In place, to the chagrin of 
some brokers and foreign 
investors. These have slewed 
capital inflows and reduced 
pressure for the exchange rate 
to appreciate. “In respect of 
capital controls, l think a lot of 
countries would be well 
advised to follow the Chilean 
model" says Mr Rosenthal 

By encouraging exports, it 
has also established a good 
environment for investment in 
the production of tradeable 
goods, providing in turn a base 1 
for export growth. 

Investment In some coun- 
tries has been driven by “a 
casino mentality”, says Mr 
Rosenthal In others, Argen- 
tina for example, economists 
worry that while there has 
been direct investment, it has 
been in services, utilities and 
local consumer industries - 
goods that have provided no 
base for fixture exports. Fart of 
the reason for this, they argue, 
is that Argentina’s strong 
exchange rate has made its 
exports expensive. 

Investment in Chile sur- 
passed 27 per cent of gross 
domestic product last year, the 
highest in Latin America. For- 
eign investors have also been 
encouraged by a perception 

that public adminis tration is 
not hugely corrupt 

“One aspect in their deci- 
sion-making that foreign inves- 
tors always mention is that we 
have a reasonably efficient 
public administration. Hie gen- 
eral tone is one of probity, and 
for someone looking around for 
a place to invest, it’s a strong 
point in our favour," says Mr 
Foxley. 

, Investment, -however, has 
been financed mainly by 
domestic savings, which at 21 
per cent of GDP, are the 
region's highest. This has 
reduced its dependence on for- 
eign inflows and allowed it to 
maintain capital controls. 
Although the rising current 
account deficit does Imply a 
higher dependence an foreign 
capital most economists see it 
as short-term and easily 
financed. 

Savings have been encour- 
aged by several factors, includ- 
ing Chile’s private pension 
fund arrangements, which are 
being copied elsewhere in 
Latin America and which have 
also helped to develop the 
domestic capital market. 


By Michael Prowse 
in Washington 

Exceptionally cold weather could 
cause economic growth in the first 
quarter to fall short of administra- 
tion projections, Mr Sod Brown, com- 
merce secretary, said yesterday. Be 
was reacting to the worst figures for 
housing starts in a decade. Starts fell 
17.6 per cent between December and 
January, but officials said the decline 


mostly reflected the weather. Last 
month was the third coldest January 
in 99 years. 

'Hie decline in starts, which tend to 
be volatile on a monthly basis, fol- 
lowed disappointing figures for retail 
sales and industrial production, 
which fell last month after robust 
gains late last year. 

Before allowing for disruptions 
caused by bad weather and the Los 
Angeles earthquake, most analysts - 


in chi ding the adminis tration - expec- 
ted first quarter economic growth at 
an annual rate of about 3 per cent 
Mr Brown did not indicate by how 
much growth might Call short of this 
target, but he claimed the bad 
weather would have only a transtent 
effect “The economy's underlying 
mome n tum remains intact" 

Starts fell sharply in the northeast, 
midwest and south, all regions 
affected by severe weather. They rose 


slightly in the west in spite of the 
disruption caused in California by 
the earthquake. 

However, even after last month's 
Mg fell, the national rate of starts 
was running at a seasonally adjusted 
annual rate of 1.29m, II per cent 
higher than in January last year, 
reflecting robust increases is build- 
ing activity In the second half of 
1993. Officials yesterday revised fig- 
ures for December to show an 


increase in starts of 11.7 per cent 
rather than the &2 per cent previ- 
ously reported. Analysts had expec- 
ted bad weather to result in a fall in 
starts of abont 9 per cent 
Building permits, a guide to future 
construction activity, also fell 
sharply last month. However, most 
analysts are confident that starts will 
rebound when the weather improves 
because of the stimulus from low 
long-term interest rates. 




Reno’s former deputy 
blasts anti-crime bill 


President Clinton watches a policeman practise on a shooting 
for 100,000 more policemen on the streets to combat crime 


range in Ohio. Mr Clinton is calling 


By Jurek Martin in Washington 

Mr Philip Heymann, the 
former deputy attorney gen- 
eral has delivered a blistering 
critique am the effectiveness of 
important parts of the anti- 
crime legislation supported by 
the Clinton administration and 
now in front of Congress. 

Mr Heymann only left office 
last week following disagree- 
ments over “management 
style” with Ms Janet Reno, 
attorney general But in inter- 
views published yesterday he 
tided with positions Ms Reno 
herself has frequently taken, 
particularly over the necessity 
of tackling the underlying 
social factors behind crime. 

His largest objection was to 


the “three strikes and you're 
out” initiative, under which 
anyone convicted of three vio- 
lent crimes would face life in 
prison without prospect of 
parole. This, he said, “sounds 
terrific, 1 ’ but “doesn’t make 
any sense". He was afraid that 
the politics or crime “has over- 
whelmed serious debate". 

His opinions wen? at vari- 
ance with some of those 
expressed by President Bill 
Clinton, who went to a police 
academy in Ohio on Monday to 
urge fast action on crime. The 
president again insisted that 
100,000 more policemen were 
needed on the streets, but also 
said that legislation on manda- 
tory sentencing, which he 
endorsed in his state of the 


union message last month, 
needed careful drafting. He 
again stressed the Importance 
of community responsibility in 
combatting crime. 

White House officials, how- 
ever, were not exactly pleased 
with Mr Heymann s; inter- 
views. Mr George Siephano- 
poulos. the senior adviser, snif- 
fed "it’s a free country and we 
just disagree". 

In Mr Hoymann’s view, man- 
datory life sentences wasted 
money by forcing the incarcer- 
ation of those over (he age of 
SO, by which time most crimi- 
nal careers were winding 
down. He also thought building 
massive new regional prisons 
for violent offenders would 
strain resources. 
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North Korea 
urged to open 

up all N-sites 


By John Burton hi Seoul and 
WHRam Dawkins In Tokyo 

North Korea's agreement to 
allow international inspections 
of seven nuclear plants was 
yesterday greeted with quali- 
fied relief by South Korea and 
Japan. 

"Japan welcomes that deci- 
sion,” said Mr Masayoshi Take- 
mura, chief cabinet secretary. 
However, North Korea must 
now accept inspections of two 
more undeclared nuclear sites, 
not included in the agreement, 
he said. 

Both Seoul and Tokyo said 
more needed to be done to 
resolve suspicions over North 
Korea's nuclear programme. 
“This is only a beginning,” 
said Mr Hong Soon-young, the 
South Korean vice-foreign min- 
ister. 

Japan's opposition Liberal 
Democratic party, was scath- 
ing about the accord between 
North Korea and the Interna- 
tional Atomic Energy Agency, 
describing it as fuD of ambigu- 
ity and criticising the govern- 
ment for failing to compile any 
“crisis management pro- 
gramme” to deal with North 
Korea's nuclear ambitions. Mr 
Ryu taro Hashimito. a leading 
LDP policy maker, urged the 
government to take a firm 
stand on possible economic 
sanctions against Pyongyang. 

North Korea's suspected 
nuclear weapons programme 
has caused growing alarm 
among its former Japanese 
colonial rulers, especially since 
Pyongyang last year tested a 
missile that could have 
reached Tokyo. 

North Korea's decision to 
admit inspectors from the 
agency also, to Japan’s relief, 
reduces US pressure for sanc- 
tions against the communist 
regime. One of the few points 
of accord between prime minis- 


Nissan to 
cut output 
in Japan 
by 4.7% 

By WBOam DawWrw 


Nissan, Japan's second largest 
car producer, is planning to 
cut domestic output by 4.7 per 
omit this year, possibly presag- 
ing production cots elsewhere 
in the Japanese car industry. 

In the current year to 
March. Nissan expects to 
reduce output from l.7m 
vehicles to 1.82m units in the 
coming 12 months, because of 
the continuing weakness of 
the Japanese market and a fall 
in exports to Europe, accord- 
ing to company officials. The 
decision will be confirmed by 
the end of the month. 

This will be Nissan’s lowest 
output for 23 years and well 
below its 2.2m vehicle annual 
capacity, they said. Production 
capacity will fall slightly to 
2m units after the closure next 
year of Nissan’s Zama plant, 
south of Tokyo. 

The Japanese car industry 
currently has surplus produc- 
tion of around 2m units, 
roughly equivalent to the 
entir e car market of Britain or 
France, according to estimates 
by the Japan Automobile Man- 
ufacturers' Association. 

So far, Japan’s car industry 
has avoided heavy redundan- 
cies. Instead, it has given 
workers extra free time, frozen 
new employment and cut 
prices paid to suppliers. 

Nissan does not plan more 
job cuts on top of the 5,000 
posts it already plans to phase 
out within three years. Work- 
ers will instead be given an 
extra seven to 10 days off per 
month, on top of the three 
days per month holiday given 
to workers since November. 

Industrial output across the 
board is weaker than expected, 
japan's overall production fell 
by 1.9 per cent from November 
to December, slightly worse 
than the provisionally esti- 
mated 1.7 per cent, said the 
Ministry of International 
Trade and Industry. 


ter Morihlro Hosokawa and US 
president Bill Clinton last 
week was to co-operate in 
Imposing sanctions on North 
Korea, if it continued to refuse 
inspections. 

Seoul Indicated it would 
make concessions in response 
to North Korea's agreement 
with the IAEA. Officials 
suggested that the US and 
South Korea will soon 
announce the suspension of 
this year's joint annual “Team 
Spirit” military exercise, long a 
source of controversy with 
North Korea. 

Other measures North Korea 
must undertake to dispel suspi- 
cions about its nuclear inten- 
tions, according to officials in 
Seoul, include: 

• Accepting special inspec- 
tions of two undeclared facili- 
ties, which are believed to be 
nuclear waste sites. They could 
provide evidence of whether 
North Korea has processed 
more weapons- grade pluto- 
nium than it has declared. 

• Pull return to the non pro- 
liferation treaty. North Korea 
claims its NPT membership Is 
still under suspension and that 
it is under no obligation to 
respond fully to IAEA 
demands. The issue of whether 
North Korea will allow future 
regular inspections is appar- 
ently still open to question. 

• Implementation of the 1991 
North-South Korean agreement 
on de-nuclearisatlon. Spot 
inspections of suspected North 
Korean nuclear facilities, simi- 
lar to the demands made by 
the IAEA, have been a main 
st umbling block to the agree- 
ment's implementation. Talks 
between the two Koreas on the 
issue have been suspended for 
more than a year. 

South Korea Is hopeful that 
bilateral talks with the North 
on nuclear Inspections and 
other issues could begin soon. 



Accused endure a 
long wait for justice 

Andrew Jack on events in the BCCI trial 
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A sweeper cleans beneath a statue of Ktm n Sung, North Korea's leader 


In the relative 
comfort of the 
I Police Officers’ 
I H 1 1 H Club in Abu 
I _ fl I ■■ Dhabi, ten for- 
| JH I [5 mer executives 
of the collapsed 
Bank of Credit 
and Commerce International 
are awaiting the judgment of 
the court 

Periodically since last Octo- 
ber they have been driven to 
the other side of the city to the 
court of the first instance tor 
bfwirng g, the latest of . which is 
scheduled for this Saturday. 
Within a few weeks, they could 
face a drive elsewhere in Abu 
Dhabi - to the more spartan A1 
Wathba prison. 

They are among the former 
officials of BCCI who are 
alleged, to have been most 
closely involved in the frauds 
perpetrated within the bank 
over the past decada 

Their captivity began in 
autumn 1990, in the months 
following the period when Abu 
Dhabi says it was informed of 
fraud In April by Mr Swaleh 
Naqvi, BCCTs chief executive. 
Drawing an initial work which 
attempted to quantify the 
fraud, the authorities arrested 
some 20 individuals in drifting 
Mr NaqvL Since April, most of 
them have been moved to the 
state as Abu Dhabi asserted its 
control erf BCCI and shifted its 
headquarters fr om London. 

Several were released by the 
courts within mnnthB for lack 
of evidence, followed by more 
last year after an Initial report 
to the public prosecutor. That 
left 14 to face charges in last 
July. One of these, Mr 
Aijmand Naqvi, has died. 

Among the remainder still 
facing charges, is Mr Aga 
Hasan Abedi, founder of the 
bank, who is living in Pakistan 
and unlikely to stand triaL 
Another is Mi Ziauddm All 
Akbar, former head of the 
bank’s treasury divirion, who 


last September pleaded guilty 
to 16 charges of false account- 
ing involving more than S745m 
(£505m) of depositors’ money 
and is now In prison in the UK. 

The others held locally, who 
face charges of forgery, breach 
of trust, setting up fictitious 
accounts and frisking loans, 
are: Hasan . Mahmoud Kazml; 
Fakhir Hussain; Abdul Haftyz; 
Zafax Iqbal . Cboudry; 
Mohammed Azmatullah; frntiaz 
Ahmed; Ameer TJ1 Faq . q^yp lri; 
Iqbal Ahmed Ridwi (out on 
bail); Bashir Ahmad Tahir and 
Maapom TTaaaa n S haflrh 

Defence lawyers 
have had a hard 
time fighting 
their case 

Last month Abu Dhabi, as 
majority daaholte and cred- 
itor to BCCI, sued the detain- 
ees for $9bn, in an action con- 
current with the criminal case. 

The Abu Dhabi proceedings 
have been gripped by a recent 
sense of urgency. The periods 
between court appearances 
have been shortened, and it 
appears that future hearing* 
may take place every few- days. 

One reason may be the 
agreement reached between 
the Abu Dhabi government 
and the US authorities lest 
month. It includes a provision 
to hand over Mr Naqvi by May 
8. Although government offi- 
cials Insist the judicial process 
is independent, they are also 
confident this dandtira win be 
met 

Others are less convinced of 
thta indep endence. It appears 
that Mr Naqyi's US lawyer is 
to he funded by the Abu Dhabi 
BCCI working group acting in 
its capacity as shareholder and 
creditor to the collapsed bank. 
The same group is believed 
also to be ultimately funding 


Top Israeli bankers may 
be jailed for five years 


PLO and Jordan agree 
on open border policy 


By David Horovitz 
in Jerusalem 

Several of Israel’s former top 
bankers face jail sentences of 
up to five years after being 
convicted yesterday of criminal 
responsibility for a stock mar- 
ket crash a decade ago that 
cost the government an esti- 
mated S7bn and severely 
undermined Israel’s banking 
system. 

At the end ol a four-year 
trial Jerusalem District Court 
Judge Miriam Naor ruled that 
four leading banks, a bolding 
company, and six leading 


bankers had violated a 1977 
law against selling shares 
under false pretences. 

Two of the banks, and sev- 
eral executives, were also con- 
victed of securities fraud. Two 
executives, and a third who 
has since died, were acquitted. 
Hearings on sentencing are 
scheduled to start next week, 
with sentences likely in about 
a month. 

The four banks involved 
were Bank Leruni, Bank 
Hapoalim, Bank Discount and 
Bank Mizr ahi. Former chair- 
man of Bank Leumi, Ernst 
JapbeL who fled to the US in 


1987 and returned last month 
following an extradition 
request, will be tried sepa- 
rately. 

The 1983 crash was caused 
by the country's leading hanks 
manipnlating their OWD. sham 
prices - by buying each other’s 
shares and vigorously encour- 
aging their customers to pur- 
chase too. Bank shares became 
overvalued and when, on Octo- 
ber 6 1983, shareholders began 
selling en masse, the bubble 
burst. The government was 
forced to step in, guaranteeing 
to redeem shares at their pre- 
fall value to the tune of $7bn. 


By James Whittington 
In Amman 

Jordan and the Palestine 
Liberation. Organisation, yester- 
day agreed an open border pol- 
icy and wrapped np other 
details of future economic 
co-operation in a new spirit of 
co-ordination following months 
of animosity over progress in 
the Middle Eastjwace talks. 

After two days in Amman, 
delegates completed talks on 
issues relating to bilateral 
trade, infrastructure, and busi- 
ness ventures, all of designed 
to enhance Jordan’s role in the 


West Bank following establish- 
ment of a Palestinian self-gov- 
erning authority. 

Foremost was a pledge to 
adopt an open, borders policy 
for trade across the Jordan 
River. This comes one month 
after a banking agreement was 
signed giving Jordan a central 
role in developing the West 
Bank's financial sector with 
the re-opening of Jordanian 
banks expected soon. 

Mir Mohammad Nashashibi, 
chairman of the FLO'S depart- 
ment of economic affairs said 
this would create an effective 
economic union between Jor- 


dan and the Palestinians. But 
ha expects fierce resistance 
from Israel at the next round 
of economic talks in Paris next 
week. 

Israel and the PLO have not 
yet agreed on trade regulations 
for the new Palestinian entity. 
Israel is demanding restric- 
tions on. entry of Jordanian 
goods should be continued to 
avoid them finding their way 
on to the Israeli market at 
prices which undercut their 
own. Israel has suggested a 
customs union with the Pales- 
tinians whicit Jordan and the 
PLO say they will oppose , 


On eve of elections, Kieran Cooke visits the state that has missed out on Malaysia’s boom 

Mahathir tries to woo untameable Sabah 

K eningau, in the interior of the ^ V south china sea sabah~ ' Sabah's leaders say the federal gov- grants - some legal but many m 
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K eningau, in the interior of the 
state of Sabah, East Malaysia, 
has a down-at-heel look. Once 
it was a timber boom town but now 
most of the trees in the surrounding 
jungle have been felled. 

An upmarket hotel was built in the 
town in the early 1980s to encourage 
tourism. But few visitors venture into 
this remote comer of the island of 
Borneo. People survive on small-scale 
agriculture and what is left of the 
timber industry. 

Dr Mahathir Mohamad, Malaysia's 
prime minister, says Sabah - and 
towns like Keningau - have missed 
out on Malaysia’s economic success 
story. While Malaysia's overall gross 
domestic product has grown by more 
than 8 per cent in each of the last six 
years. Sabah, the federation's second 
biggest state and potentially one of 
the richest, has lagged behind. 

Tomorrow Sabah goes to the polls 
to elect a new state assembly. 

Sabah, with a population of Ukn, is 
one of only two states controlled by 
parties opposed to the ruling national 
front coalition, headed by Dr 
Mahathir. For the last nine years 
Sabah has been governed by the 
locally based United Sabah party 
(PBS), headed by Mr Joseph Palrin 
Kitingan. the state’s chief minister. 
According to Dr Mahathir, progress 
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wiD only come when Sabah sees the 
error of its ways and rejoins the 
national front coalition, dominated by 
the prime minister’s United Malays 
National Organisation (Umno). 

Umno is now spending thousands, 
some say millions, on trying to win 
over Sabah voters. The heavily gov- 
ernment Influenced media has swung 
into action. 

“Let us not waste any more time on 
the narrow sectarianism preached by 
ambitious and self seeking politi- 
cians." said Dr Mahathir in an elec- 
tion message to Sabah voters. “We 
can together transform Sabah into an 
economically advanced and spiritu- 


ally resilient state that will make 
Sahahans proud 

But the majority of Sahahans seem 
unlikely to heed Dr Mahathir's mes- 
sage. A PBS victory once again seems 
likely, though Umno could succeed in 
denting the ruling party's majority. 

Some voters fear the emergence erf a 
one-party state in Malaysia. Kuala 
Lumpur, the Malaysian capital, is two 
and a half hours flying time away 
from Sabah. Many people in Sabah 
resent being pressured by what they 
perceive as a renote and uncaring 
federal administration. The PBS has 
successfully campaigned under the 
slogan “Sabah for the Sahahans”. 


Sabah's leaders say the federal gov- 
ernment has taken away state rights 
to revenues from offshore ail produc- 
tion and tried to impose restrictions 
on the timber trade, a principal 
source of state revenue. Meanwhile 
Sabah has been starved of infrastruc- 
ture funds. Repeated requests for a 
university to be set up in the state 
have gone unanswered. 

Dr Mahathir does little to hide his 
impatience with the PBS, which he 
has long suspected of making moves 
to take Sabah out of the Malaysian 
federation. A brother of Mr Pairin and 
a candidate in the election tomorrow 
was only recently released after being 
detained without charge for three 
years under Malaysia's wide-ranging 
internal security laws. 

In peninsular Malaysia politics is 
divided along racial lines. The Mos- 
lem Malays, who make up just more 
than 50 per cent of Malaysia's total 
population, vote for Umno. The Chi- 
nese, who have considerable eco- 
nomic power but little political clout, 
have their own party while the 
Indians also have their political 
group. 

Sabah has very different political 
traditions. Over the centuries Mos- 
lems, Chinese and Christians have 
intermarried. In recent years hun- 
dreds of thousands of immi- 


grants -some legal but many not 
-have crowded in from poor areas of 
the southern Philippines and the east- 
ern islands of Indonesia. The PBS, 
while dominated by the majority 
mainly Christian Kariasum commu- 
nity, is a mixture of different races 
and religions. 

There are fears that peninsular Mal- 
aysia's racial brand of politics could 
cause deep divisions within Sabah 
society. 

Sabah has always been hard to dis- 
cipline. For years Sabah’s leaders 
treated the state like a private fiefdom 
in winch financial handouts were the 
noon, coherent policies the exception. 

One particularly profligate chief 
minister used to order his state air- 
craft to fly round Sabah airspace 
while he sat bark in the clouds and 
watched Chinese Rung Fn films. 
Another inihrtgpfl in grandiose road 
building projects: roads to nowhere 
are a part of the Sabah landscape. 

Dr Vfafarfhftr and his Umno par ty 
are out to tame the state the early 
explorers called “the land below the 
wind". Dr Mahathir Is a leader used to 
getting his own way. But Sabah looks 
Uke it is going to tread a solitary path 
yet again. It could be some time ' 
before Keningau sees any federal 
development funds coming to town. 
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By Paul Adams in Lagos 

Private-sector bankers in 
Nigeria have warned that 
increased government Inter- 
vention in the economy in the 
wake of last month's budget 
will boost in fla tion, iinrtofflinw 
growth and damage relations 
with western creditors- 
The measures Introduced by 
the military regime of Gen 
Abacha, include fixing the 


exchange rate and setting 
Interest rates. They have wors- 
ened relations with official 
creditors and stalled talks on 
debt relief as Nigeria continues 
to default on its external debt 
of over J28bn. Arrears exceed 
85bn. The guvonmenfs domes- 
tic debt is more than NlOQbn 
<$4.5bn) yet the budget, does 
not specify any money for ser- 
vicing it 

The head of Nigeria's leading 


discount house told finance 
ministry officials: “By decree- 
ing a 21 per cent cap on inter- 
est rates {nearly 80 per cent) 
below inflation, the govern- 
ment has attacked the root of a 
growing savings culture. 

The central bank is today 
due to sen 5100m to of foreign 
exchange at N22 to the dollar, 
whereas importers have been 
willing to pay between N46 and 
N50 since last September. 


toe costs of the public prosecu- 
tor, who has hired Arthur 
Andersen, the accountancy 
firm, to prepare its case. 
Observers hoping for 

detailed revelations at the trial 
highlighting who was responsi- 
bte for the BCCI frauds win he 
disappointed. After an I niti a l 
blaze of publicity and open 
hearings, all proceedings from 
the beginning of January are 

being held in camera. 

The defendants' lawyers are 
expected shortly to present 
their clients' defences. How- 
ever, much of the work con- 
ducted by the judge who will 
main* the decision on the 
detainees' guilt is being con- 
ducted in his chambers using 
information gathered in 
reports already submitted by 
thee public prosecutor. 

One problem Is that the care- 
fully concealed nature of the 
fraud, compounded with the 
Middle Eastern tradition which 
(foes not put all transactions to 
paper, mpann that much of the 
evidence is based on inference. 
This is partly backed up by 
interviews given by the defen- 
dants - generally without their 
lawyers being present 
The defence lawyers have 
had a hard time, arguing for 
access to additional docu- 
ments, and - unsuccessful- 
ly -fox bail or trial in another 
jurisdiction for their clients. 

They say their chants have 
already saved much of their 
sentence, since the maximum 
penalty under charge is 
three years and this has 
already been reached because 
under local law 21 days counts 
as a month's imprisonment. 

Others question bow far the 
outcome will be fair and inde- 
pendently determined, given 
the enormous complexity of 
the case, the relative inexperi- 
ence of the judge, and the tra- 
ditional hierarchical way in 
which Abu Dhabi society oper- 
ates. 

Rangoon 
may hold 
talks with 
Suu Kyi 

By Victor I M a t ki Bangkok 

Lt Gen Shin Nyunt, the most 
powerful member of Burma's 
military junta, may agree to 
hold talks with detained oppo- 
sition leader Ms Aung San Suu 
Kyi, according to a US con- 
gressman who met thom both 
hi Rangoon this week. 

“I think the future of Burma 
will be determined by two peo- 
ple: Lt Gen Shin Nyunt and 
Aung San Sun Kyi,” Mr BID 
Richar dson, a Democrat ally of 
President Clinton, said in 
Bangkok. 

Mr Richardson, the first for- 
eigner other than her relatives 
to meet Ms Sun Kyi during her 
four and a half years of house 
arrest, brought her a letter 
from Mr Clinton expressing 
his support. 

Ms Snu Kyi told him she 
wanted “a genuine, high-level 
dialogue” with the junta to 
resolve Banna’s political dead- 
lock. The armed forces 
crushed a pro-democracy 
uprising In 1988 and then 
ignored the results of a 1990 
election convincingly won by 
Ms Suu Kyi’s National League 
for Democracy. 

Lt Gen Khhn Nyunt, he 
might be authorised by the 
ruling State Law and Order 
Restoration Council (Slorc) to 
engage in talks with her. He 
expressed the junta's desire 
for better relations with the 
US and said Slorc would con- 
sider allowing the Red Cross 
to visit other prisoners in Bur- 
mese jafis.- 

Burma's generals are anx- 
ious to improve their interna- 
tional image after years of 
human rights abuses, but It is 
not clear how they will be able 
to embark on a substantial 
round of talks with the two 
sides so far apart 
Ms Sun Kyi sent out a mes- 
sage to her supporters via Mr 
Richardson saying: “Be coura- 
geous and democracy will 
win." The Store has silenced 
most of its other opponents 
and is devising a new constitu- 
tion to entrench the influence 
of the armed forces. 

"The Slorc made it very 
dear to me that talks do sot 
™ean political dialogue, 1 * aq ifl 
Mr Richardson. "What we're 
Wiring about is getting two 
people together to engage in a 
predialogue.* a 

.JWftfog. however, 
would be the toast that would 
be required for the US to 
upgrade its relations with 
Richardson said. 

“I fttt it's essential for Store 
Propose! for 
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For Kantor, the Motorola case says it all 

Michiyo Nakamoto and Nancy Dunne on US frustration at Japan’s trade surplus 


Japans cellular subscribers 


F or a country that is 
known for its fascina- 
tion with high technol- 
ogy, Japan has been remark* 
ably slow to catch on to the 
mobile telephone revolution 
that has swept through other 
parts of the world. 

Despite being the first coun- 
try to introduce cellular phone 
services, Japan has fewer users 
of cellular phones as a propor- 
tion of the population thaw in 
any other industrialised coun- 
try. Germany has acquired 
more cellular subscribers in 
the past two years, than Japan 
in the past 14. 

Many see the culprit as over- 
regulation that has led to a sti- 
fling lack of competition. The 
number of service providers 
has long been restricted and 
worse still, what competition 
that exists is largely kept out 
of the most attractive Tokyo- 
Nagoya region where popula- 
tion is concentrated. 

It is a matter which the US 
has taken upon itself to put 
right. With sanctions as its 
weapon, Japan's largest trad- 
ing partner on Tuesday sig- 
nalled its Intention to foster 
greater competition in Japan's 
cellular phone market 
The announcement that it 
would start a process of sanc- 
tions against Japan comes 
after an almost decade-long 
campaign by the US to estab- 
lish Motorola, the US industry 
leader, as a significant force in 
the Japanese mobile phones 
market It follows a decision by 
Mr Mickey Kantor, the US 
trade representative, that 
Japan had violated bilateral 
agreements to allow compara- 
ble market access to US mobile 
phones and equipment in the 
Japanese market 
To Mr Kantor, the Motorola 
case goes a long way towards 
explaining Japan’s $60bn trade 
surplus with the US. 

The difficulty the US has had 
in penetrating Japan's market, 
despite previous threats of 
sanctions followed by conces- 
sions on Japan’s part, reflects 
“a classic case of the determi- 
nation of Japan to keep its 
markets dosed, particularly to 
leading edge US products,” he 
said when he announced the 
decision to start a process of 
imposing trade sanctions on 
Japan. 

I n agreements made over 
several years, Japan had 
promised the US to give 
Motorola an equal chance to 
compete with NTT, the Japa- 
nese telecoms group, by giving 
Motorola's cellular phone 
system the necessary radio 
frequency and infrastructure. 

But the history of Motorola's 
experience in Japan has been 
one of broken promises, the US 
claims. 

The dispute goes back to 
1985 when the Japanese 
authorities decided to intro- 
duce a measure of competition 
into Japan's cellular phone 
market 
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Christopher Galvin of Motorola holds a cellular phone at a news conference on Tuesday 


Until then, NTT, which for 
long had a monopoly over tele- 
communications service, was 
the sole provider of mobile 
phone services and it 
was using a proprietary tech- 
nology. 

The ministry of post and 
telecommunications agreed to 
allow other cellular providers 
to compete with NTT. But NTT 
was authorised to provide cel- 
lular service through the coun- 
try, while two competitors - 
IDO and DDI-had to divide 
the market between them. 

The US took this opportunity 
to pressure Japan into accept- 
ing the use of a North Ameri- 
can cellular phone technology 
known as TACS which was 
being used by Motorola. 

But while they acquiesced 
under US pressure and agreed 
to give Motorola a chance, the 
Japanese telecommunications 
authorities nevertheless kept 
Motorola’s activities restricted 
by excluding the TACS system 
from the densely populated 
Tokyo-Nagoya region where 
growth of cellular phones 
could be expected to be high- 
est 

The MPTs first excuse was 
that it did not have eno ug h 
radio frequency in that region 
to give to the TACS system. 
Then when it was discovered 
that frequency did in fact exist, 
the Japanese authorities 
devised a rather awkward com- 
promise. 

IDO, a cellular phone opera- 
tor which was competing with 
NTT in the Tokyo-Nagoya 
region, was Sven responsibil- 
ity for building up the TACS 
system in the Tokyo-Nagoya 
region and SMhz of frequency 
was allocated to IDO far that 
purpose. 

The problem was that, IDO, 
though competing with NTT in 
that area, was doing so using 
NTT’s proprietary cellular 
phone technology. IDO had 


Japan’s trade surplus 
widens in dollar terms 


By WBttam Dawkins In Tokyo 

Japan's contentious trade 
surplus rose by 17 per cent to 
$6.lbn last month, compared to 
January 1993. Shifts in cur- 
rency values have masked an 
underlying shift in the balance. 

The widening in the trade 
balance came despite a 3.6 per 
cent decline in export volumes 
in yen terms. Export volumes 
have now fallen for eight of the 
past nine months. Imports also 
fell by 6 per cent in yen terms. 


so breaking an n -month rise in 
import volumes. 

Measured dollars exports 
rose by 75 per cent to $255bn, 
inflated by the rise in the yen's 
value, while imports rose less 
steeply by 4.8 per cent to 
Sigibn, said the finance minis . 
tiT 

The weak growth in imports 
reflects the sluggishness of 
domestic demand, an impor- 
tant feature of Japan’s inabil- 
ity to satisfy US demands for a 
reduction in the trade surplus. 


Hong Kong cargo 
forecast to treble 


Cargo handled by Hong Kong’s 

port, which has been ensnared 
in a Sino-British political row, 
is set to increase threefold by 
the year 2011, underlining the 
urgent need for new capacity, 
the Port Development Board 
said yesterday, Renter reports 
from Hong Kong. 

The board forecast container 
handling demand would be 
nearly 32m 20-foot (6-metre) 
equivalent units - the standard 
measure of container traf- 
fic- from 9m last year. 

Forecast growth rates for all 
cargo were similar. “Hie mas- 
sive increase in cargo through- 
put . .underlines Hong Kong^s 
urgent need for a new port" it 
said in a statement 

Hong Kang's container port 
the busiest in the world, is 
enjoying a boom because of 
rapid industrialisation in 
neighbouring south China. But 
it has also become entangled in 
the dispute about Governor 
Chris Patten's drive to widen 
democracy in the colony before 
it reverts to Chinese sover- 
eignty In 1997. 

The Hong Kong government 
awarded the right to build and 


operate a ninth container ter- 
minal to three consortia as 
long ago as November 1992,- but 
work has not yet started 
because China has refused to 
endorse the project 

Ironically, China would be 
the main beneficiary as most 
cargo passing through the port 
is composed of raw materials 
heading for south China facto- 
ries or finished products en 
route to export markets in the 
west. 

To cope with the increase, up 
to 25 new container berths 
would be needed at a planned 
10th container terminal on 
Lantau Island, near the site 
where Hong Kong is building a 
new airport, the board Said. 
The airport is another .infra- 
structure project caught op in 
the political row. 

The board forecast there will 
be a need for the first berth erf 
the Lantau port to begin opera- 
tion in mid-1997 when the 
Tsing Ma suspension bridge 
opens. 

The bridge will link Hong 
Kang's urban areas to the new 
port and the new Chek Lap 
Kok airport 


already committed consider- 
able sums to building up infra- 
structure based on that tech- 
nology and therefore had little 
Incentive to invest farther in 
the TACS system. 

Over the next several years, 
according to Motorola, a horror 
story unfolded with IDO refus- 


ing to take delivery of Moto- 
rola equipment to build up the 
TACS infrastructure, and, once 
it did, falling to do anything 
with it Motorola handsets in 
shops spanning the Tokyo-Na- 
goya region were, meanwhile, 
hidden from customers’ sight 
the US company has claimed. 


Instead of comparable mar- 
ket access, Motorola has faced 
persistent fast-dragging on the 
part of IDO in mairing invest- 
ments in TACS infrastructure 
to allow coverage for the TACS 
system to equal coverage 
offered by NTT’s mobile 
phones service. Today Moto- 
rola’s phones can cover only 40 
per cent of the Tokyo region, 
and its subscribers number 
only 12.900 In the area of 60m 
inhabitants, compared with 
over 310,000 customers for 
the rival NTT-compatible sys- 
tem. 

While IDO has said it will 
increase investment in the 
TACs infrastructure, this will 
only bring coverage up to 56 
per cent in three years, com- 
pared with 95 per cent cover- 
age for NTT already. Motorola 
says. This does not constitute 
“comparable market access” 
that was promised to the US by 
the Japanese government, US 
officials say. 

Given the necessary infra- 
structure, Motorola is confi- 
dent that it ran compete effec- 
tively in the Tokyo-Nagoya 
market In some parts of Japan 
where the TACS system has 
been able to compete fairly 
with NTT's system, it has 
taken 50 per cent market share 
compared with less than 2 per 
cent in the Tokyo-Nagoya mar- 
ket 


But the issue is not just one 
of unfair market barriers. As 
in other trade disputes, the US 
argues that it is the Japanese 
consumer that ultimately will 
benefit from its insistence on 
fair market access for foreign 

products. 

The cost of using a cellular 
phone in Japan is two to three 
times that of other developed 
countries and effective compe- 
tition is a proven way to bring 
prices down. While US calls for 
fair market access may grate 
on Japanese ears so soon after 
the collapse of bilateral trade 
talks, that is an argument that 
should win the applause of 
many a disgruntled Japanese 
consumer. 


10 — 
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eanwhile while sanc- 
tions are drawn up, 
negotiations will 
continue. It is a good bet that 
Mr Kantor will insist on the 
kind of “qualitative and quan- 
titative indicators” Japan 
resisted in the broader frame- 
work talks. 

If such an agreement had 
been negotiated in the first 
place, he said on Tuesday, then 
it could have specified when 
the IDO would have infrastruc- 
ture in place for Motorola's 
use, and what percentage of 
coverage Motorola could 
expect from base stations and 
switching systems. 


Washington’s findings leave 
Tokyo officials dismayed 


Japanese officials were 
yesterday dismayed at the US 
finding that Japan has 
violated agreements to open 
up its cellular phone market, 
Michiyo Nakamoto writes. 

Mr Takpnori KanzaJd, 
minister of posts and 
telecommunications, denied 
the US allegation that Japan 
had failed to five np to its 
promise to increase market 
access for cellular phones and 
equipment made by Motorola. 

Mr Mickey Kantor. US trade 
representative, concluded on 
Tuesday that Japan bad 
breached agreements to give 


comparable market access to 
a North American cellular 
phone system known as TACS. 
Motorola, the US company, 
sells equipment and handsels 
in Japan based on the TACS 
system. 

Mr Kanzaki said that the 
Japanese government is 
sincerely complying with the 
accord, and called the action 
by the US “one-sided”. 

“The Japanese government 
has done what it is our duty 
to do. We believe the North 
American mobile phone 
business is being actively 
promoted," he said. 



f you can’t make it to the end of 
the test, your company may not 
make it to the end of the decade. 


This test poses tough questions about 
customer service. So does the real-world 
business environment. That’s why Unisys is 
introducing an answer which can transform your 
customer service into a competitive advantage: 
CUSTOMERIZE. 

When you CUSTOMERIZE, you put the 
customer at the heart of your world, rather than 
the periphery. By embedding customer service 
objectives within your information strategy, 
Unisys will help you extend the full capabilities 
of your enterprise to the points of customer 
contact - the points where business is won 
or lost. We'll help enhance your ability to 
receive information from your customers, and 
communicate information to them, creating 
an information flow which leads to bottom- 
line results. As customer service rises to a 

Y_,cua-totr».ar-teo. ki. .1- To 'male a. company mere resjwiisi'fc- 
"vcusfnmnn:anil better abfe ja itlrSm-iieV (hw=v . 2VTt> tntUWtpze air 
•’ = nreiatj'.ii#, tMaJtsd a^'t cap&bj8fe'tO 
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higher level, so will your ability to make new 
customers, build your relationships with them, and 
generate revenue. 

How to begin? The perfect starting place is 
our CUSTOMERIZE 8 ” assessment. Experienced 
Unisys business consultants will team with you 
to evaluate the information flow between you 
and your customers, identify any barriers to 
communication, and design technology solutions 
tied to achievable business goals. We'll commit 


HM IMy* CopMen 


ARE YOU CUSTOMERIZED? 


I. Do you iun-e.& Bum? customers *s you want? 

□\fes a No 

Cana bottom line be loo healthy? Of course 
not /Aud neither can a growth-oriented company 
have too many customeri. They're the engine that 
geoCr-atCST even ue. 

Are yoor customer* asjoyaj os yon want* 

DM* s ON* 

. U& one thing to gain customers. TiT* another 
to keep them . The strength nf your business depends 
larpdy upon your ability to sustain a reJatwnship 
with customers. 

3k jwsowntfftgsjpttdl bastatsss from each 
customer as you want? 

DYes DNo 

A crihcai component of bmktess growth » 
increased saks coo tent, lb maximize each busines-; 
opportunity y*» «*> a«ay fotaveragejowetitirc 
orgarnsaSon-tobrmgft totally tobearnt the point of 
customer contact. . 

4. DnyourcstHv fc nu w wt m tyaw cu s tomers want? 
. QYes PNo 

Are you alert (o every product your customers 
could use? Every service that might interest diem? 
Every transaction they're prepared to make? Every 
Safe t - f allow you to follow through? Arc you 
thoroughly plugged into your market? 

X. Dims year ereto wwwtaae* too* wha* jam- 


□ PNo 

.. A customer orwomdoe has limited value tmJcss 

. it* embedded in very bean of an enterprise- at 

' aUiovefa. «nd at every place that directly or indirectly 
involves the customer. 

^bywrbbroallMibslcoteeejn 
Mphg youbear wtai customers and ante is are 
trying to teUyoa? •• • 

□ Yes. ONo ••• 

Tbe next best thing to reading your customers' 
i.mfct&fclisteaiiig to what they're saying. Bat unless 
yoo'te coreuaothr tuned 1ft ib oawmerrf signals. 

i — • • - <!>•» * *-> 4 a.*k<4n«Mi« gQ 


7. Can your organisation respond <m#Wy to what 
aaaomers and markets art leUing you? 

□Yes PNo 

When tbe flow lines of your information sysicm 
are not within your easterners' reach, you won't 
always setae when opportunity knocks. Bui even if 
you do. getting the message is nut enough, if you 
can't reply rapidly lo market signals with information, 
products and services, revenue opportunities an.- Iwr. 

S. Dees year tofematfon strategy enable l be 
proactive deHvwy of information b> your 
customers? 

□ ties PNo 

Many business pteas underestimate the power 
of information to bmkt customer rrlatinrahip*. 

But imagine the advantage of an information tech- 
nology strategy that transforms information into 
customer-generating, revenue-generating fuel . 

9. Are tilt? fail capabilities of yoor organisation 
acpesrible to yoar t u i t m n n at aB year fteM 
locations? 

□ Yes PNt> 

An office. A branch. A reu3 site. 1b a customer, 
that's your company. One small pun oT the whole. 
Which is why you need to leverage your entire organi- 
sation by extending its capabilities to each point of 
customer contact. 

10. Docs yen r Information strategy reflect the 
bonnm-l to? iagorta»rt of curiotner service? 

□ Yes PNo 

Business is boBioo customers. Without them, 
there is no bottom line. Government ts also built 
on cttaoacra, Ihc public. Apd whether you're in Ibe 
business of commote or ibe business of government, 
no objective of an information strategy is more 
fundamental than enhanced customer service, 

The Bottom Line, If you answered No toany 
df these questions, you're not yettustamensed. 

•■test 


greater resnJts for your iMKioeA. 


a&omerl&d. Amiaathelmkrutaistommzing 
business aiid government, Unisys will \tfork with 
you to pnn-ide the answers you need. 


to adopting a vendor-independent approach to 
the assignment And well apply our industry- 

UMSYS 

We make it happen. 


leading expertise at ensuring that an informa- 
tion strategy pays off, not merely shows off. 

Efor more information, Tax Graham Roberts 
on (44) S9B 862807. Ask for our CUSTOMERIZE™ 
assessment and discover how we can help your 
organisation earn high marks in an increasingly 
customer-driven era. 
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Unionists to 
reject Ulster 
institutions 


Unstable element in the peace equation 



Guns on the streets of Belfast loyalist paramilitary groups axe becoming increasingly well-armed 


PiclUflfc P ta mt k m Pirn 


By David Owen 
and Michael Cassell 

Ulster Unionist proposals for a 
political settlement In North- 
ern Ireland will argue that 
relations between north and 
south should be maintained by 
ad hoc meetings between Irish 
ministers and representatives 
of a devolved Ulster assembly, 
rather than by separate institu- 
tions. 

This indication of the gulf 
that still separates participants 
in the current talks on the 
province’s future emerged yes- 
terday as London and Dublin 
sought to maintain pressure on 
Republican leaders to make a 
positive response to the Down- 
ing Street Declaration. 

Speaking in Omagh, Sir Pat- 
rick Mayftew said Sinn Fein, 
the IRA's political wing, was 
now lagging behind public 
opinion. It faced “only one 
rational choice*' in accepting 
the joint declaration. 

The Northern Ireland secre- 
tary’s message was backed up 
by Mr Albert Reynolds, the 
Irish prime minister, who said 
he believed Sir Patrick had 
recently given enough clarifi- 
cation to clear up any out- 
standing matters. 

Speaking in Dublin three 
days before his next meeting 
with prime minister John 
Major, Mr Reynolds said he 
hoped Sinn F£in would give a 
positive response soon. 

It also emerged at Westmin- 
ster that the government is 
fairing 1 fresh soundings about 


the functioning of its ban on 
broadcasting the voices of ter- 
rorists or their supporters - 
less than two weeks after 
announcing restrictions would 
stay in place. 

Ministers are concerned that 
the ban can work in the terror- 
ists' favour by allowing their 
words to be spoken by actors 
while ruling out aggressive 
ques tioning 

It is thought highly unlikely 
that a move to lilt the restric- 
tions would come before Shin 
F&n’s annual conference later 
this month. Such a move 
would face stiff resistance at 
Westminster. A Downing 
Street spokesman said last 
night he did not think there 
were any “present plans" for a 
change. 

The UUP proposals - to be 
published this month - focus 
mainly on the internal govern- 
ment of the province. They are 
expected to flesh out the “blue- 
print for stability” proposed by 
Mr James Molyneaux, the UUP 
leader in March. 

Sir Patrick, who told local 
businessmen that peace would 
transform Northern Ireland's 
economy, called on Sinn FGin 
to renounce violence. 

He added: “If the govern- 
ment were to negotiate with 
people who use violence for a 
political objective, where does 
that leave the constitutional 
nationalists?. It leaves them 
high and dry and really 
betrayed by a government of a 
democratic country. We are 
never going to do it” 


Michael Cassell 
on the upsurge 
in violence by 
Ulster loyalists 

T his week’s Valentine's 
Day bomb attacks 
on Northern Ireland’s 
Roman Catholic community 
have heightened fears within 
the security forces that the 
province now faces a rising 
wave of loyalist paramilitary 
violence. 

With IRA terrorist activity 
running at lower levels during 
the lengthening republican 
debate on the Downing Street 
declaration, loyalist attacks 
have been at the forefront of 
daily violence In Ulster and 
have triggered arguments over 
the real motives behind their 

jwglah'ng campaig n . 

The recent round of attacks, 
which have left three people 
dead and several others badly 
injured, have also provoked a 
fresh row among Ulster's polit- 
ical parties. Some nationalists 
are claiming that unionist 
attempts to explain the up- 
surge in loyalist extremism are 
fanning the flames of hatred. 

The Royal Ulster Constabu- 
lary is also, once a gain , on the 
receiving end of allegations of 
suspected collusion between 
officers and the loyalist para- 
militaries. 

Loyalists who have tradition- 
ally claimed their attacks are 
in direct response to IRA vio- 
lence and would stop if the IRA 
laid down its arms, now insist 
they are engaged in a fight to 
halt what they see as the politi- 
cal assault on the province's 
position within the Union. 

The struggle to stop a loom- 
ing "sell-out" to Sinn Fein has, 
apparently, now joined hatred 
of the IRA and Impatience with 


the security forces' own efforts 
as a legitimate motive for their 
activities. 

The newly extended loyalist 
onslaught, condemned as “par- 
ticularly inexcusable and dis- 
gusting" by Sir Patrick May- 
hew. Northern Ireland 
secretary, has involved attacks 
with guns, bombs and mortars. 
Targets have included Sinn 
F6in headquarters and nation- 
alist politicians and there have 
also been apparently random 
attacks on Catholics. 

Most of them have been 
claimed by the Ulster Freedom 
Fighters, an arm of the Ulster 
Defence Association, the prov- 
ince’s largest paramilitary 
organisation. 

The Ulster Volunteer Force, 
a smaller and more tightly-knit 
loyalist paramilitary group 


which in the past has carried 
out sectarian murders, has 
been lying low. 

Dr Philip McGarry, chairman 
of the centrist Alliance party 
says the UFF campaign means 
“any Catholic is now a target 
of the loyalists”. Mr Seamus 
Mall on, deputy leader of the 
mainly nationalist Social Dem- 
ocratic and Labour party, 
believes the paramilitaries are 
intent upon killing his party 
members, whereas previous 
attacks were primarily 

in tended to intimidate. 

Unionists have been critic- 
ised for talking about a "pan- 
nationalist” front embracing 
an Catholics and intent upon 
creating a united Ireland. Mr 
Peter Robinson, deputy leader 
of the Democratic Unionist 
party, is under attack for sug- 


gesting it was “probably logi- 
cal that people in the loyalist 
community have seen that ter- 
rorism has worked for the IRA 
and feel that they can make it 
work for themselves”. 

The RUC is in no doubt that, 
if the IRA again steps up its 
campaign, the loyalist paramil- 
itaries will do the same. The 
security forces believe that, 
while loyalist extremists may 
not be so well organised, the 
numbers of highly motivated, 
active volunteers are broadly 
on a a par with those of the 
IRA. Their weaponry has been 
improving, some of it shipped 
in from eastern Europe, and 
they have also proved them- 
selves capable of operating 
south of the border. 

Recent disclosures of a 
“doomsday” plan prepared by 


the UDA involving the creation 
of an “ethnically pure” protes- 
tant homeland in the event of 
a republican "victory” and 
British withdrawal from North- 
ern Ireland were treated with 
scepticism by politicians. 

But they again raised the 
spectre of loyalist paramili- 
taries replacing the IRA as the 
prime architects of violence in 
the event of a political settle- 
ment in the north. 

Mr John Hume, SDLP leader, 
says it appears to him. in the 
wake of the latest attacks, that 
loyalists do not really want the 
IRA to say “yes” to peace. 

He envisages a bizarre situa- 
tion in which British troops 
remained on the streets of 
Northern Ireland solely to com- 
bat paramilitaries who insisted 
on staying British. 


Plan for family doctors to ‘purchase’ hospital services 


By Robert Peston, 

Roland Rudd and Janies BGtz 

All of Britain’s general practitioners 
are to become purchasers of hospital 
services in the National Health Ser- 
vice's internal market under plans 
which have been agreed by the 
Department of Health. 

The plans, which are a radical 
extension of the market structure 


introduced in 1991, will force GPs to 
choose between being fundholders, 
buying services on behalf of patients 
from hospitals, or delegating their 
purchases to a new administrator, a 
fundholder manager linked to a dis- 
trict health authority. 

The department also Intends to 
provide purchasers of medical ser- 
vices with improved information 
about individual hospitals' efficiency 


by introducing two new performance 
measurements for hospitals. 

The government is determined to 
push the fundholder scheme for gen- 
eral practitioners to the point where 
nearly all GPs will take part in the 
market for hospital services. As one 
health department official said: “The 
way to counter the two-tier arrange- 
ment [in which fundholding GPs are 
said to have unfair advantages over 


non-fundholders] is to push forward 
with the reforms.” However, the 
introduction of such a system could 
upset the medical profession, which 
has been promised that GPs will not 
be forced to become fundholders. 

Under the proposals, each fund- 
holder manager would manage the 
health purchase budgets of groups of 
doctors. In consultation with their 
GPs, they would aim to ensure that 


the provision of services by hospitals 
is more closely matched to demand. 

Though there is a ministerial com- 
mitment to push ahead with the 
reform, an official said the detail of 
how to implement the new arrange- 
ments is yet to be worked out A 
formal consultation process with 
GPs is due to start in the spring. 

The big question is the extent to 
which GP*s would be asked to abdi- 


cate decision-making to administra- 
tors on which hospitals their 
patients would use, and which ser- 
vices would be purchased for them. 

At present 6,000 GPs in 1,000 prac- 
tices manage their own budgets as 
fundholders. They cover a quarter of 
the population. 

By the time of the next election 
ministers believe only 20 per cent of 
GPs will not be fundholders. 


Church of 
England 
to review 
structure 

By Alan PHco, 

Social Affairs Correspondent 

The Church of England's 
central poltcy-making and 
management structure is to be 
reviewed by a commission 
established by the archbishops 
of Canterbury and York yes- 
terday. 

Church leaders are under 
pressure to find savings In all 
areas of the church’s activities 
following severe reductions in 
the value of assets of the 
Church Commissioners, who 
handle investments. Church 
Commissioners support for 
clergy stipends U declining 
sharply, forcing parishes to 
finance a higher proportion of 
their running costs. 

The commission will exam- 
ine the church’s national-level 
institutions - the General 
Synod, Church Commission- 
ers, Church of England Pen- 
sion Board and the offices of 
the two archbishops - and 
their relationships with dio- 
ceses and parishes. 

Dr George Carey, archbishop 
of Canterbury, and Dr John 
Habgood, archbishop of York, 
urged the new commission 
“not to shrink from asking 
radical questions”. 

The church needs to Increase 
Its Income by about E&Om a 
year, while central administra- 
tion costs only about ESOm. 

The commission, chaired by 
Rt Rev Michael Turnbull, 
bishop of Rochester and bhh- 
op-elect of Durham, is due to 
report by the middle of next 
year. 

• The appointment of two 
“flying bishops” to minister to 
Anglican dioceses opposed to 
the ordination of women 
received a less than enthusias- 
tic reception from church tra- 
ditionalists yesterday. 

The Van John Gaisford, 
archdeacon of Macclesfield, 
and the Ven John Richards, 
archdeacon of Exeter, were 
named as provincial episcopal 
visitors and charged with the 
task of helping discourage 
opponents of women priests 
from leaving the Church of 
England to join the Roman 
Catholic church. 



In Mexico, foreign investment 
previously permitted, 
is now actively encouraged, 
welcomed and supported. 

N'aciona! Financiers has been an instrument of the 
economic policy in Mexico. Our country offers you a 
dynamic economic growth, political and social 
stability, access to capital markets, abundant raw 
materials and skilled labor and a solid infrastructure. 
These factors are combined with an environment 
where foreign investment, previously permitted, is now 
actively encouraged, welcomed and supported, 
through the following services: 


Identification of potential 
partners and business opportunities. 

Advice on: Information on; 

• Matchmaking • economic, financial 

• Strategic Alliances. and legal mat tore. 

» Direct and portfolio foreign * Specialized consulting 
investment arrangement*. services. 

* Joint Ventures. - Norms and technical 

* Technology Transfer. frjmesvork of NAFTA. 


Financial Engineering Services 
and Fiduciary' Services 

Financial Resources'. 

* Credit lines for import and export activities. 

* Equity resources. 

* long-term financing. 

Tteasury Services-, 

* Parity Coverage. 

* Currency Operations. 
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Capitalization of 

PUBLIC ENTERPRISES 

in Bolivia 

The Government of Bolivia is initiating its capitalization program, 
which is receiving financing From the World Bunk and other international 
(ending agencies. The government is seeking expressions of interest and 
Statements of Qualifications from investment banking, accounting, 
legal, and technical consulting firms with experience in the design and 
establishment of a regulatory framework and privatization in the sectors 
mentioned below. '1110 government is also interested in consulting firms 
with experience in designing and implementing share distribution 
programs to the public, such as mass distribution schemes. 

The capitalization program is the government's novel approach to 
transferring selected state owned enterprises to the private sector. I'he 
program involves the capitalization of up to 50% of the shares of each of 
the state enterprises with a prequalified strategic investor, and distribution 
oF the remaining 50ft to the Bolivian population. ’I'he public enterprises 
to be capitalized include liNTEL (telecommunications). YPI'B 
(integrated hydrocarbons), ENDE (power generation and transmission), 
liNAH (mineral processing), LAB (airlines), and HNl-k (railways). 

Interested firms are requested to scud any readily available information 
demonstrating privatization experience in the industries mentioned 
above. Please send Statements of Qualifications in English or Spanish, 
including Curricula Vita oF staff that could be assigned to Bolivia and 
client references of recently completed projects to the address below. 
Envelopes should he marked to indicate what sector and specialty is 
included and should be received prior to March 7, 1994 

Mr. Ramiro Ortega Landa 

National Secretary for Capitalization and Investment 
Ministry of Finance and Economic Development 
Edificio Palacio de Communicaciones 
Av. Mariscal Santa Cruz 
La Paz, Bolivia 
Telephone (5912)356737 
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Clarke shrugs off fears over recovery 


By Emma Tucker and PhBip Coggan 

Mr Kenneth Clarke, the chancellor, 
yesterday shrugged off fears that the 
UK recovery was running out of 
steam in spite of news that unemploy- 
ment rose sharply last month. 

The jobless figures follow monthly 
falls in manufacturing output and 
industrial production reported earlier 
this week, which cast a shadow over 
the pace of economic expansion. But 
the pessimism was lifted yesterday by 
other economic statistics showing 
that inflation remains under firm con- 
trol and retail sales are buoyant. 


Despite the conflicting messages, Mr 
Clarke said he was “quite confident” 
the economy was still on course. 

Although the annual inflation rate 
in January rose to £5 per cent from 
IB per cent in December, this was a 
smaller increase than had been expec- 
ted. Meanwhile retail sales showed a 
0.6 per cent mon th-on-m onth increase. 

The UK stock market rose yester- 
day as traders anticipated that the 
poor unemployment figures might 
encourage the government to make a 
further cut fn base rates. Hie FT-SE 
100 index ended 24 Jj points higher at 
3.417.7, while long gilts rose a quarter 


of a point against a generally weak 
trend in European bond markets. The 
pound lost a pfennig after the figures 
were released but closed slightly 
higher on the day at DMSL5471. 

The number of people without jobs 
and claiming benefit increased by a 
seasonally adjusted 15£00 in January, 
after falling a total of 149,800 in the 
previous four months. This took 
unemployment to a total of 2.787m, 
compared with 2B9m a year ago. 

Mr David Hunt, the employment 
secretary, insisted that the trend in 
unemployment remained downwards, 
hut said the path was likely to be 


uneven, especially over holiday peri- 
ods. “The trend Is still downwards but 
large falls in some months are fol- 
lowed by small rises in other 
months,” he said. 

However, a number of economists 
said the latest official figures pointed 
to ample slack in the labour market 

"The rise in unemployment, the fall 
in vacancies and weakness of over- 
time, strikes and weekly hours 
worked all point to a weak economy,” 
said Mr Simon Briscoe, UK economist 
at SG Warburg Securities. 

Further signs of economic fragility 
were highlighted by the state of pub- 


lic sector finances last month. Disap- 
pointing tax receipts were partly 
responsible for the lowest January 
surplus - £l-6bn - since monthly sta- 
tistics started to be published in 1979. 

The official figures for retail sales 
painted a brighter picture of con- 
sumer demand than was indicated by 
a Confederation of British Industry's 
survey earlier this week. 

“Fears over the pace of recovery are 
misplaced,” said Mr John Marsland, 
economist at UBS. “Sales volumes are 
growing at annualised rates in excess 
of 3 per cent, and this should be sus- 
tained despite tax increases.” 


Brussels funds 
poised to assist 
pit communities 


By GUBan Tett in Brussels 
and David LasceBes 

The European Commission has 
decided to allocate Ecu 400m 
worth of aid to coal communi- 
ties over the next four years 
under the European Union's 
Rechar programme, it was 
announced yesterday. 

A large part of the Rechar 
money, which was unveiled as 
part of the broader Ecu 13.451m 
six-year programme for struc- 
tural funding yesterday, is 
expected to go towards British 
coal regions, which have been 
among the worst-hit in Europe 
by the decline in the coal 
industry. 

The money will be provided 
between 1994 and 1997 to sup- 
port community projects for 
regions that have been affected 
by pit closures. 

P-fimm region officials yester- 
day said that although the 
overall sum of money had been 
derided at a meeting in Brus- 
sels yesterday, there was still 
no firm decision on the precise 
allocation of funds to the dif- 
ferent member states. This 
could only be taken after fur- 
ther discussions and consulta- 
tions with national govern- 
ments, they said. 

However, Mr Bruce MiTlaa. 
regional policy commissioner 
is expected to unveil further 
details of the European-wide 
programme today in Brussels. 

Although yesterday’s deci- 


Britain yesterday welcomed 
European Commission propos- 
als to scrap a series of compul- 
sory health and safety checks 
on bathing water quality. 

A total of nine “technical 
parameters” have been 
dropped by Brussels, bnt a 
commission spokesman said 
there had been no lowering of 
standards. 

The government now says it 
ean reach the European stan- 
dards on 95 per cent of 
Britain’s beaches by 1995. A 
total of 16,000 beaches are 
monitored under the 1975 
Bathing Water Directive. 

sion did not earmark hinds for 
particular regions, Britain’s 
coalfield communities were 
confident that a large propor- 
tion - the equivalent of £15Qm 
- was coming their way. 

Mr Hedley Salt, representing 
the coalfield local authorities, 
said: “Our areas are in desper- 
ate need of new industries and 
new jobs. This marvellous sup- 
port from Brussels highlights 
how little has come from our 
own government” 

Rechar funds have been held 
up in the UK because of dis- 
agreements between Brussels 
and Whitehall over their allo- 
cation. But when the pit clo- 
sure programme was an- 
nounced in 1992, the govern- 
ment held oat the prospect of 
EU aid to soften the blow. 



Police and protesters clashed yesterday at the site of a controversial road scheme in Wanstead, east London. Several demonstrators 
were removed after chaining themselves to furniture inside five Edwardian houses earmarked for demolition ps*«v rm mm**. 


Cable TV industry set to raise £2bn 


By Raymond Snoddy 

The UK cable television 
industry is expected to raise 
between £2bn and £2.5bn in 
debt flnanpp this year to build 
cable networks, a much higher 
figure than expected and an 

iTiriirarinn of the chang ed City 

attitudes to the sector. 

The forecast came yesterday 
from Mr Gary Stephen, head ctf 

media an d tolafnniimmtw) |jniw 

at NatWest Markets. He told 
the FT Cable and Sa t e l lite con- 
ference in London that there 


was “a sea-change” last year in 
the way the market valued 
cable assets. 

The International Cabletel 
deal in New York, in which the 
UK cable interests of Insight 
C ommunica tions merged with 
OCom. a quoted US cellular 
communications company, val- 
ued a home in a cable fran- 
chise in the UK at £250 even 
where the network had not 
been built 

“In the space of 12 months, 
valuations per unbuilt home 
stretched from £10 to £250,” 


said Mr Stephen, who said the 
market was stQl too immature 
to apply the figure as a general 
yardstick. 

NatWest, however, was In 
the right circumstances, pre- 
pared to lend cable companies 
six times their cash Dow. 

Mr Stephen said he expected 
to see the emergence of pub- 
licly quoted cable companies 
this year. He did not give 
names but the industry 
believes that at least four 
of the largest companies - 
.Telewest, Comcast. General 


Cable and Bell Canada - are 
all looking at the possibility of 
a flotation. 

Mr Jon Davey. director of 
cab le at the Independent Tele- 
vision Commission, said yes- 
terday that the latest number 
of homes subscribing to 
multi-cbannel cable reached 
611,423 at the start of January, 
an increase of 39 per cent in 12 
mont hs. The rise in telephone 
lines supplied by cable compa- 
nies was more dramatic - an 
increase of 200 per cent to 
mare than 314,000. 


Britain in brief 



Nationwide 
may end link 
with GRE 


Nationwide building society is 
poised to announce the cud of 
its relationship with Guardian 
Royal Exchange, the compos- 
ite insurance group, and the 
setting up of its own life insur- 
ance company. 

A statement from the UK’s 
second largest society is expec- 
ted within a few months. 
Nationwide must give GRE a 
year's notice of its plans to 
sever the existing links, 
through which it acts as a 
“tied agent”, selling only GRE 
insurance products through Its 
branches, for which it receives 
a commission. 


£300m satellite 
order awarded 

The government yesterday 
awarded a £300m contract for 
two military communications 
satellites. 

Mr Jonathan Aitken, the 
defence procurement minister, 
said the Skynet 4 Stage 2 satel- 
lites would replace the existing 
satellites as they approach the 
end of their operational life. 
TOey will become operational 
in 1998 and will be for the sole 
use of the UK’s military forces. 

British Aerospace is the 
prime contractor for the work. 
The main sub-contractors are 
Matra Marconi Space (UK) for 
the satellite communications 
equipment and McDonnell 
Douglas of the US and Ariane- 
space, the European consor- 
tium. for the launch rockets. 


Channel tunnel 
security plea 

Public confidence in the Chan- 
nel tunnel would be under- 
mined if private sector secu- 
rity organisations were given 
responsibility for counter-ter- 
rorist operations, Mr Frank 
Dobson, Labour's transport 
spokesman, warned in the 
Commons last night He urged 
the government to ensure that 


the British Transport police 
force would be in charge of 
security at passenger and 
freight terminals in the UK. 


Power sector tops 
utility returns 

The electricity industry earned 
the highest returns on capital 
of the privatised utilities in 
1992-93. according to a compari- 
son or regulated industries. 

The Centre for the Study of 
Regulated Industries reports 
today that the average return 
on historical capital employed 
in the non-nuclear electricity 
industry was 23.4 per cent over 
the period. This compared with 
152 per cent in telecommunica- 
tions. 13.6 per cent in gas. 10.9 
per cent for airports and 10.6 
per cent for water. 


Crackdown on 
money laundering 

Stronger legal powers to pre- 
vent money laundering came 
Into force yesterday under the 
1993 Criminal Justice Act. The 
act Increases the maximum 
prison sentence for money 
laundering to 14 years, and 
created new laundering 
offences. 


BA plans 
in-flight TV 

British Airways is to launch a 
non-stop television channel for 
all passengers on long-haul 
flights at start of next month. 

The single channel available 
to economy passengers will 
include light drama, documen- 
taries, comedy, music, films 
and news. Club and first class 
passengers will have a total of 
eight channels of television to 
chose from including three 

ffTm channels 


Regional airline 
is announced 

A new airline aimed at flying 
businessmen from regional 
centres in the UK to continen- 
tal Europe was announced yes- 
terday. 

Europe Direct will operate 
services from Bournemouth to 
Amsterdam, Parts and Brus- 
sels from April. 

Mr Neil Hansford, chairman, 
sakt “We also have plans for 
at least two other UK hubs.” 



Can you turn You can make cement by burning the energy-rich waste of 

industrial waste into other industries, to save on fossil fuels. But different 

concrete profit? low-grade fuels bum variably, and high temperatures can 

produce unacceptably hard cement clinker. A skilled kiln operator has to 
constantly monitor and react to critical parameters such as the chemical 
content of the exhaust gas. By reproducing his actions, ABB’s new high- 
level expert control system, LINKman™ optimizes production efficiency. 
On-line, real-time technology constantly stabilizes burning temperature. 
This saves fuel, and money, too. Wear on equipment and refractory linings is 
reduced, while energy is not required to grind down over-cooked cli nk er. 
And a trained engineer is freed for other rewarding tasks. 

ABB is now setting the pace in cement plant optimization, supplying 
complete electrical and process automation systems including plant 
infrastructure and FanPac* heavy duty fans and drives. As a leader in 
electrical engineering for industry and transportation, and in the generation, 
tr ansmis sion and distribution of electrical power, ABB is committed to 
industrial and ecological efficiency worldwide. We transfer know-how across 
borders with ease. But in each country, ABB operations are local and 
YeS, you can, flexible. That means we are dose at hand to help our customers respond 

swiftly and surely to technological challenges which stretch the limits 
of the possible. Like saving money, and energy, by burning fuel twice. 
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talked to CNT 


CNT are property professionals and landowners rolled into one. 

And we’ve got government authority to move fast when it 
comes to detailed planning approval. 

Most of our land already has outline planning permission. 

So if you’re in a hurry we’ll pull the stops out. 

As Asda discovered recently. 

They acquired a site for a major new warehouse within 
10 days of our first meeting. 

Construction started the following day. 

If you re looking for the right land or premises, consider a CNT new 






Land and premises with added value. 


town designed to work and offering excellent communications and 

amenities. No matter what stage of relocation you’re at, we could 
tieip and our services are free. 


Fill in the coupon and send to CNTJ Box 925, Milton Keynes MK9 3PR 0 ^ . 

Name: 

— — 0800 

Company;. , 721 721 

freefax 
0800 

" 221 177 


Address: 


■ Postcode: . 


-TeJ. No;. 
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MANAGEMENT: MARKETING AND ADVERTISING 



A lifetime's travel 
for a literary type 

Lucy Kellaway on a UK publisher’s 
unlikely choice of sales promotion 

W hat would T S Eliot 
have made of it? The 
company that publishes 
his poem The Wasteland is trying 
to boost its sales with the sort 
of promotion usually associated 
with vacuum cleaners and 
supermarkets. 

"A lifetime's free travel - the 
monthly ‘super’ draw where no 
one loses,” scream the headlines. 

“Nine great prizes must be won.” 

All you need do is buy one of UK 
publisher Faber and Faber’s slim 
volumes of poetry or English 
literature, and you could win 
enough money to cruise round 
the world for the rest of your 
days. 

The promotion is one of the 
first of its kind in the publishing 
industry, which Is only just 
discovering the marketing 
gimmicks that other industries 
have used for decades. First came 
promotions for individual authors 
and titles, now Faber is fairing 
it one step further by promoting 
the whole brand. 

The move shows how hard 
publishers are fi ghting for market 
share. “During the recession they 
increased margins by cutting 
costs, now they are desperate to 
build turnover," says Penny 
Mountain, deputy editor of The 
Bookseller magazine. 

Different publishers are going 
about this in different ways. In 
the next few months Penguin and 
Wordsworth Editions will declare 
a price war selling paperback 
classics for £1 each 
Faber’s move is at the other 
end of the spectrum: it is throwing 
money at its brand to digringitigti 
itself from the pack. The total 
cost of this promotion is £250,000, 
more than a quarter of the 
company’s pre-tax profits last 
year. 

According to Joanna Mackle, 
the scheme’s creator, Faber is 
unusual in having a dear brand 
image to promote. Only a few 
other publishers - Mills and Boon. 

Ladybird. Virago and Penguin 
- are in this position. She says 
many readers consciously choose 
to buy a Faber book. “We are 
trying to strengthen that." 

But even if people do choose 
books on the basis of who 
publishes them rather than who 
writes them, Faber’s choice of 


Buy a book to win a hoHday 

promotion could seem curiously 
down-market. Mackle says not. 
pointing out that these prize 
draws work just as weD for 
quality British newspapers such 
as The Times as they do for the 
tabloid Sun. And if it means that 
Faber loses some of its rarefied 
image, that is not such a bad 
thing- “People raw make us appear 
hnliar than thou," she says. 

Up-market or down-market, 
these promotions appear to be 
a good way of selling literature. 

Last year Faber launched its 
first such raiwp »i g p t which held 

OUt the rhanm of making nne 

reader a millionaire. Even thoug h 
the big prize was not won, Mackle 
claims the prom o tion was 
spectacularly successful, and sold 
an extra £lm of books. The new 
travel promotion runs for three 
times as long and the main prize 
is worth twice as much again. 

Slice the beginning of the 
month, anyone who buys a Faber 
book is presented with a travel 
bond. They could win a weekend 
on die Continent, a transatlantic 
ticket for two, or a lifetime’s 
travel worth more than £l-5m. 
There is. however, a “several 
hundred to one” chance against 
the main prize being won at alL 
But, just in case it is, Faber has 
taken out insurance to cover the 
cost 

EH at is most definitely not 
turning in his grave, says Mackle. 
As a banker and a gambler he 
would surely have approved of 
the promotion. ■ • 


Reform of the media buying system 
has left France's advertising industry 
in chaos, writes Alice Raws thorn 

One man's 
revolution 



Umnuf 

Advertisers praise it, but NBchel Sapm’s law Is condemned by tha rest of tho Industry 


M ichel Sapin, the former 
socialist finance minis- 
ter who is now a 
founder member of the 
Bank of France's monetary policy 
council, is generally regarded as 
one of the more staid members of 
the fiery French political scene. 

Yet Sapin gave his name to one of 
the socialists* most controversial 
pieces of legislation: k lai Sapin, 
the sweeping reforms of the French 
media buying system which were 
introduced almost a year ago and 
have since caused chaos in the 
country's advertising industry. 

Le lot Sapin has, as the socialists 
intended, revolutionised the way 
that media space is bought and sold 
in France by ensuring that the 
advertisers pay for it directly rather 
t.hpn through intermediaries such 
as media buying specialists or 
advertising agencies. But it has also 
imposed intense financial pressure 
on the advertising industry and on 
some sectors of the media, notably 
newspapers and magazines, at a 
time when they are already strug- 
gling in the recession. 

“What le lot Sapin has done is to 
reverse the balance of power in 
French advertising,” says Neil 
Blackley. European media analyst 
at Goldman Sachs. “The pendulum 
h yt swung against the agencies and 
media buyers back to the advertis- 
ers.” 

Advertising executives condemn 
the law bat their clients seem 
delighted. “We don’t jUSt think it’s a 
good thing , we think it's excellent," 
says Alain Grange-Cabane, deputy 
chairmen of the French advertisers’ 
association. “When we polled our 
members to see whether they 
approved of the new system overall 
- 95 per cent said ‘yes'." 

Under the old media buying sys- 
tem media space was bought for the 


advertisers by their intermediaries. 
The advertisers paid them the full 
price for the space as specified on 
the media owners’ rate card and the 
intermediaries kept any discounts 
negotiated from the media owners. 

But, because the intermediaries 
negotiated discounts for all their cli- 
ents, individual advertisers dal not 
know exactly how much their own 
space was worth. The system also 
favoured the biggest buyers. The 
chief beneficiary was Carat which 
expanded to account for more than 
a quarter of aD media buying. 

Under le hi Sapin advertisers pay 
directly for their own media. Details 
of each transaction are clearly visi- 
ble and advertisers are allowed to 
keep their own discounts. In short. 
le lai Sapin has introduced the same 
system of media buying to France 
that already existed in most other 
European countries and the US. 

The intermediaries siwnW be able 
to compensate for the loss of their 
old discounts by charging foes or 
commission for planning and exe- 
cuting their clients’ madia buying 


schedules. But in practice the inter- 
mediaries have found this difficult. 
“Most French advertisers got free 
media buying under the old sys- 
tem,” says Rebecca Winnington-In- 
grazn, European media analyst at 
Morgan Stanley. “Unsurprisingly, 
agencies and media buyers have 
found it hard to persuade them to 
pay for something that they’re used 
to getting for nothing.’' 

The problem is most acute for the 
big media buyers, notably Carat, 
which were used to making sub- 
stantial sums of money by wholesal- 
ing media space to their clients. 
Aegis, the marketing services group 
tbat owns Carat, last autumn 
announced a substantial finanmai 
restructuring programme, chiefly 
because of the impact of le lot 
Sapin. 

France’s larger advertising agen- 
cies are also suffering as mpdia buy- 
ing used to be one of the most prof- 
itable areas of their business. The 
French advertising agency associa- 
tion estimates that the gross profits 
of its 200 members fell by 10 per 


cent to FFr7.27bn <£S30m) last year. 

“It’s impossible to identify how 
much of the reduction in profits is 
due to the recession and how much 
to le loi Sapin,” says Philippe 
Legendre, head of research. “But I’d 
guess that it’s half and half." 

The industry is showing signs of 
strain. The level of employment 
among the association’s members 
fell by 8 per cent to 9.260 last year. 
TBWA, one of the largest French 
agencies, last year lost its indepen- 
dence to be taken over by Omnicom 


of the US: as did FCA which was 
absorbed by France's Publieis. 

The French press lias also been 
destabilised by le loi Sfapin. 
National newspapers have lost 27 
per cent or their advertising reve- 
nue in the past two years, according 
to industry estimates. 

This is partly because k loi Sapin 
has accelerated the long-term trend 
for advertisers to concentrate their 
expenditure on the most powerful 
media, such as television and 
radio. 


Cultivating a taste for gourmet coffee 


A t about 8am at Coffee Con- 
nection, a gourmet coffee 
shop chain in Boston, dozens 
of people on their way to work line 
up to order espressos, cappuccinos, 
and exotic brews hailing from 
countries such as G uatem ala and 
Kenya. In Italy or Latin America, 
the scene would hardly seem note- 
worthy - but in the US. birthplace 
of the watery, tasteless brew, the 
growth of speciality coffee shops is 
a remarkable phenomenon. 

What is unusnal about this suc- 
cess story is that these speciality 
coffee stores did not simply fill a 
market niche; they created it 
“When we started np [in the 
1980s] people didn't really know 
what a good cop of coffee was," 
says George Reynolds, head of mar- 
keting for Starbucks, the chain 


which began the craze on the west 
coast. “So we faced a double chal- 
lenge: not only did we have to 
make good coffee, we also had to 
create a desire for good coffee." 

The speciality coffee chains - 
which also include San Francisco’s 
Peet’s Coffee & Tea and Gloria 
Jean’s (a division of Brother Gour- 
met Coffees) - follow strikingly 
similar marketing strategies. If 
they are new to an area, they use 
free tastings to get the word out 
“If there is a museum exhibit open- 
ing. or a sports event, we are there, 
handing out free coffee,” says 
George Howell, president of Coffee 
Connection. After they have 
hooked their initial customer base, 
the chains rely mainly on word of 
month and education. They offer 
lectures, and print free “newslet- 


ters”, available in the stores, cover- 
ing everything from a special plan- 
tation in Kenya, to the art of mak- 
ing a good espresso. 

“Through education, we perpetu- 
ate the coffee culture,” says Suz- 
anne Vanbemmel, director of 
operations for Peefs Coffee & Tea. 
“If we can get people talking about 
coffee, in the same way that a lot of 
people talk about different kinds of 
wine, then that will help create a 
demand.” 

Location is also crucial: “Not 
many customers are going to walk 
more than a couple blocks for a cup 
of coffee, no matter how good it is,” 
says Michael Cronin, an analyst at 
Weston Presidio CapitaL “So these 
companies’ customer base is really 
concentrated in a very small area 
around each store's location.” 


Local media attention has helped. 
“When we open in a new market, 
we’re flooded with calls to appear 
on local television stations or talk 
with the local press about our cof- 
fee," says Reynolds. 

Many of the stores also sell coffee 
beans for home brewing and coffee 
paraphernalia, including stove-top 
espresso machines, coffee grinders 
and espresso cups. They maintain 
quality by buying and roasting the 
beans themselves, and can be fanat- 
ical about freshness. “After two 
weeks, we sell roasted beans half- 
price,” says Curtis Bean, head of 
operations for Coffee Connection. 
“After a month, we give them to 
charity." 

The formula seems to work. 
Craig Bibb, an analyst with Paine 
Webber, estimates that the US 


gourmet coffee business is now 
worth Sl.Sbn (£lbn) and will exceed 
$2bn by 2000. Analysts say the 
gourmet chains have reversed the 
long-term decline in total coffee 
consumption in the country. For 
the first time in more than a 
decade, consumption Is increasing. 
As they expand into new cities and 
into each others’ territory, the cof- 
fee fhaing will face greater compe- 
tition. But they seem unconcerned, 
at least in the short-run. “There's 
so much room for this market to 
grow, we’re not worried, says Ken- 
neth Toltz, vice-president of mar- 
keting at Brothers. “With new 
players in the market, gourmet cof- 
fee gets even more attention, and 
that’s good for all of us.” 

Victoria Griffith 


PEOPLE 

Bitter pill for Glaxo’s Pappas 


Arthur Pappas, the Glaxo 
director responsible for Canada 
and Latin America, has 
resigned from the group board 
with immediate effect follow- 
ing what the company 
describes as “differences of 
management approach and 
style". The company says that 
territorial responsibility for 
Canada and Latin America in 
itself did not warrant a seat on 
the board and that Pappas 
would not be replaced as a 
director. 

Last year Pappas, 46, was 
given responsibility for exam- 
ining Glaxo’s options for enter- 
ing the over-the-counter drugs 
market winch led in July to its 
joint venture with Warner- 


Lambert 

But a Glaxo spokesman says 
Pappas's departure is not the 
result of any disagreement 
about the over-the-counter 
strategy though such a clash is 
thought to have been behind 
the ousting of Glaxo’s chief 
executive Ernest Mario last 
year. 

Glaxo also announced that 
Charles Sanders, 62, is to retire 
as chairman arid chief execu- 
tive officer of the group’s 
American subsidiary at the 
end of the month. He will be 
succeeded as chief executive 
officer of Glaxo Inc by Robert 
Ingram, currently its president 
an d rhief operating officer. 

Sanders, who has headed 


Rlam Inc once be joined from 
Squibb in 1987, will stay on as 
non-executive chairman of the 
subsidiary and as a nonexecu- 
tive director of the group. A 
spokesman says he will be able 
to spend more time on indus- 
try issues, particularly the US 
healthcare reforms. 

In g ram, 51, joined Glaxo in 
1990 from Merck's Canadian 
subsidiary. 

In a third change to the 
group board Glaxo announced 
the retirement of John Hignett, 
60, who was executive director 
in charge of the management 
and investment of corporate 
funds. HLs responsibilities will 
be assumed by the finance 
director, John Coombe. 


Finance moves 

Ernst & Young International 
has appointed Michael Hen- 
ning as its first international 
chief executive officer. 

Ernst & Young International 
is an affilia tion of national 
firms which maintain consider- 
able independence rather than 
a single global operation. The 
creation of this position, there- 
fore, marks part of a reorgani- 
sation of the network designed 
to strengthen its ability to 
serve multinational clients and 
create a common approach 
around the world. 

As part of the change, the 
firm has also created three 
regional executives, who will 
report directly to Henning. 
Bryant McCarthy, based in 


New York, will be res ponsib le 
for the international activities 
of the Americas region. Ben 
Gossens. based in Amsterdam, 
will take charge of Europe, 
Middle East and Africa. Paul 
McMahon, based in Singapore, 
will be in charge of Asia/Pa- 
cific. 

Henning became co-chair- 
man of the US firm in 1993, and 
was previously vice-chairman 
for tax services there. His new 
job will give him a role in 
shaping the future direction of 
the firm’s 600 offices in 100 
countries. 

■ So two beads are not better 
than one after alL little more 
than a fortnight after poach- 
ing Simon Howell from Merrill 
Lynch jointly to run its Euro- 


bond syndicate desk, Nomura 
has lost its long-serving syndi- 
cate manager Andrew Pelting 
to NatWest Capital Markets. 

At NatWest, Pelting wW be 
deputy head of the syndicate 
desk and will report to his old 
friend, Jan McCourt, who gave 
him tbe job at Nomura all 
those years ago. 

■ Roger Devlin has been 
appointed director and head of 
the corporate finance 
departm ent of HENRY 
ANSBACHER; be moves from 
Coming Europe. lac Koumi 
has been appointed finance 
director and Stewart Dick, 
formerly a director at Brown 
Shipley, has joined as a 
director in the banking 
department 
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Romeo (GB) until the Italian 
manufacturer took the fran- 
chise back from TKM two 
years ago. 

Kimudrd’s successor at Dai- 
hatsu, a fairly small-scale busi- 
ness selling around 6,000 units 
a year, is Tony DarwaH-Smith 
(left), 51, who is moving after 
20 years at Rover Group from 
his current post as regional 
director for the south of 
England. 

With Maurice Eourke, 
another TKM veteran, Kin- 
naird has thus emerged well 
from the Inchcape shake-up 
last November which resulted 
in the departure of Reg Heath, 
chief executive of TKM who 
was credited by Inchcape with 
having done a “terrific” job in 
integratingTKMintoInchcape. 
Rotrrke was appointed Heath's 
successor. 



■ Patrick Wright (above), 
chairman chief executive 
of Smurfit Ireland & UK, has 
been appointed to the group 
board. 

■ Roger Marston, formerly 
md of International Resistive 
Co, has been appointed md 
of another TT GROUP 
subsidiary. Burgess 
Architectural Products. Nick 
Brewer has been appointed 
sales director. Neil Rodgers, 
formerly a divisional finance 
director, has been appointed 
md of AB Automotive 
Electronics, another TT Group 
subsidiary. 

■ Peter Gunn has been 
promoted to md of the UK 
operations of C ANAD IAN 
OCCIDENTAL PETROLEUM. 

■ Peter Atkin, formerly 
deputy group secretary at 
LADBROKE GROUP, has been 
promoted to group secretary 
and succeeds Christopher 
Andrews who remains group 
services director. 

■ John Russell, formerly 
commercial director of Land 
Rover, has been appointed md 
Of Rover International on the 
resignation of Chris 
Woodwork. 

■ David Riddle, md of Cory 
Environmental, has been 
appointed to the parent board 
eg OCEAN GROUP. Tony 
Harbour, formerly acting 
personnel director at Forte 
Group, has been appointed 
group personnel director. 

■ Tracy Flanders has been 
appointed director of custo m er 
ser vices at YORKSHIRE 
WATER; she moves from BT. 

■ Richard Bide has been 
appointed group director of 
human resources at TATE & 
LYLE; he moves from Zeneca. 

■ Mike ran Eyck is appointed 
chief executive of ARJO 
WIGGINS APPLETON’S 
printing and writing division, 
and Tony Swainston chief 
executive of its fine papers 
division. 

■ John Lister, formerly 
director erf business computing 
»tmI teferammimiea Hons . bas 
been appointed director of 
computing services at ASDA. 
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Capitalization of 

PUBLIC ENTERPRISES 

in Bolivia 

The Government of Bolivia is initiating its capitalization program, 
which is receiving financing from the World Bunk und other international 
lending agencies. The government is seeking expressions of interest .inJ 
Statements of Qualifications From investment bunking, uccounting. 
legal, and technical consulting Firms with experience in the design und 
establishment oF a regulatory framework and privatization in the sectors 
mentioned below. The government is also interested in consulting lirm* 
with experience in designing and implementing share distribution 
programs to the public, such us mass distribution schemes. 

The capitalization program is the government's novel approach to 
transferring selected slate owned enterprises to the private sector. The 
program involves the capitalization of up 10 50 r r of the shares of each of 
the state enterprises with a prequalified strategic investor, and distribution 
of the remaining 5U*l to the Bolivian population. The public enterprises 
to he capitalized include ENTEL l telecommunications). YPl-’H 
(integrated hydrocarbons). EiMDE (power generation and transmission >. 
ENAF (mineral processing). LAB tuirlines), jnd KNl-'E (railways). 

Interested firms are requested tn send any readily available information 
demonstrating privatization e\pericnce in the industries mentioned 
above. Please send Statements uF Qualifications in English or Spanish, 
including Curricula Vita of staff that could be assigned to Culicia and 
client references of recently completed projects to the address below. 
Envelopes should be marked to indicate what sector and specialty is 
included and should be received prior to March 7, 1994. 

Mr. Ramiro Ortega Landa 

National Secretary for Capitalization and Investment 
Ministry of Finance and Economic Development 
Edificio Palacio de Communicaciones 
Av. Majuscal Santa Cruz 
La Paz, Bolivia 
Telephone (5912)356737 
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TECHNOLOGY 


W hen police in any big 
city pounce on a drug 
dealer's hideaway 
there is always a fair 
chance that the building will be 
empty, the bird flown. The crimi- 
nals have used radio scanners to 
eavesdrop on police conversations 
and so are alerted to the swoop. 

“When they arrest terrorists the 
police find bombs, they find arms 
and they always find scanners,” 
says Bruno Rambaud, vice presi- 
dent of Matra Communications, 
part of the French Matra Hachette 
group. The scanners can be tuned 
in to the analogue radio waves 
transmitted by police radios and 
conversations easily heard. 

The latest in digital mobile com- 
munications could change all that. 
In Rouen, in northern France, the 
gendarmerie, France’s national 
police force, are pioneering a radio 
network which uses technology 
similar to the newest civilian radio. 
“Now it is possible to give the 
police the same technology as the 
people they are chasing." adds Ram- 
baud. 

lake the latest European cellular 
radio services, the gendarmerie's 
Rubis network uses digital technol- 
ogy, on which it is notoriously hard 
to eavesdrop. To make it even more 
difficult for c riminals to decipher 
the gendarmes' conversations, the 
network uses an encryption system 
developed by the French military. 

The Rubis network has one fur- 
ther advantage: by 1998, for the first 
time, the French gendarmerie will 
have a nationwide network with 
25,000 phones operating on the same 
frequency. Until Rubis was first 
introduced, in July 1992, all forces 
had to select manually a new fre- 
quency to communicate with other 

^People are looking 
at the free flow of 
police as well as the 
free flow of criminals 
across borders 1 

groups, explains Bruno Chapuis. a 
captain from the Paris headquarters 
of the gendarmerie who is involved 
in the implementation of Rubis. 

By implementing a widespread 
digital system, the French gendar- 
merie have become pioneers, closely 
watched by emergency services in 
the rest of Europe and the US. 
Throughout Europe, in particular, 
there is a growing awareness that 
crime is spilling from one police 
area to another. And the removal of 
national boundaries has increased 
fears of cross-border crime. 

“People are now looking at the 
free flow of police as wen as the free 
flow of criminals across borders," 
explains Phil Godfrey, market 
development manager for public 
safety at Philips Telecom PMR. 


Beating criminals at their own game is the aim of a 
French mobile phone system, says Della Bradshaw 

New weapon for 
the gendarmerie 


To do this, however, all European 
nations would need to adopt radio 
systems which worked together, 
preferably using the same radio 
technology on the same frequencies. 
With the French gendarmerie steal- 
ing a march on other emergency 
services the adoption of one 
technology now looks extremely 
slim. 

The European Telecommunica- 
tions Standards Institute (Etsi), 
which devises European telecoms 
standards, is in the final stage of 
defining a trans-European trunked 
radio system, called Tetra, to be 
used by Europe’s emergency ser- 
vices as well as vehicle and taxi 
fleets. However, the technology as 
defined is very different from that 
used in the gendarmerie's propri- 
etary Matra system. 

The Etsi standard, which will not 
be mandatory, is based on a tech- 
nology known as TOMA, in which 
each piece of a conversation or bit 
of data is slotted into a thne slot 
within the radio channel Several 
calls can be slotted side by side 
within one radio channel, which is 
25KHz wide. It is a technique 
already widely used in cellular 
radio networks. 

The Matra technology uses 
FDMA, in which each caller is allo- 
cated a chunk of the frequency. 
Once the call has ended, that cfrwnir 
of frequency is re-allocated to 
ano ther caller. 

At a meeting of Etsi in March 
further technical options will be 
considered, using different tech- 
niques and frequency allocations, 
but the Tetra standard will go 
ahead in its current form, come 
what may, says Brian Oliver, chair- 
man of the Etsi committee which is 
working on the standard. 

“The TDMA 25KHz standard will 
be produced; it will not be shifted. 
That work: will emerge." However, 
he adds, if there is a strong enough 
requirement from potential users, 
other standards might be defined. 

To further complicate the issue 
another system, based on FDMA, is 
being adopted in the US. 

Onlookers believe vested interests 
in both the manufacturing sector 
and government circles will result 
in the implementation of at least 



By 1998 the French gendarmerie wfll have a nationwide network wffli 25£00 phones 


two different systems. 

Matra is promoting its system by 
offering a free licence to other man- 
ufacturers to use its technology, 
arguing that it is available now 
while the final development of 
Tetra could be some time away. 

Rival manufacturers are under- 
standably suspicious of the offer. 
And they are unhappy about the 
indecision over a single European 
standard. "It's very uncomfortable 
for people to spend millions of 
pounds developing a system which 
could never be adopted." says 
Godfrey. 

At Motorola, which has developed 
both FDMA and TDMA systems, the 
attitude is more relaxed. “We're 


keeping an open mind," says 
Andrew Dean, UK marketing man - 
ager for the mobile product sector. 
Motorola has already implemented 
two police radio systems which con- 
form to the emerging US standard, 
in New Hampshire and Florida. As 
a result says Dean, “our preferred 
solution today is FDMA”. 

It is up to the security forces to 
determine their needs and up to 
manufacturers to assess the market 
Implications and decide whether 
they will make the equipment says 
Oliver. But he believes the adoption 
of several different technologies will 
not necessarily prevent communica- 
tions between emergency services 
from different countries. “Inter- 


working could be arranged between 
the systems. It is up to the security 
forces to deal with their communi- 
cations needs.” 

Rambaud agrees, "What is inter- 
esting the different police forces is 
interconnection through the infra- 
structure." 

So far in Amsterdam the police 
authorities have stated that they 
want a network based an Tetra. In 
the UK. too, the Home Office has 
expressed a need for a unified sys- 
tem in England and Wales and 
stated a preference for Tetra. 

Elsewhere, the Belgium emer- 
gency services have anno unced a 
shortlist of companies to tender for 
their network and Luxembourg is 
also planning a nationwide net- 
work. 

The arguments for and against 
the two basic technologies are 
complex. Advocates of FDMA 
believe it is best suited to 
widespread networks which have 
few users - such as national police 
networks. Proponents of the wider 
band TDMA technology argue that 
it gives greater flexibility in 
providing sophisticated services 
using its extra bandwidth - while 
an officer is relaying details to 
colleagues of an escaped criminal, 
say, a photofit picture of the man 
could be sent ainngsidp the phone 
call to a local printer. 

TDMA also gives the potential for 
duplex - two-way - conversations. 
FDMA calls are simplex, with only 
one person speaking at a time. 

Looking at the Rubis network, it 
is dear that digital technology, be it 
based an FDMA or TDMA, brings 
numerous advantages over older 
analogue networks. Because calls 
are automatically switched between 
callers the number of people needed 
in the despatch centre can be 
reduced, putting more police on the 
street. 

A spokesman for the Rouen 
gendarmerie says the safety 
features are what have pleased 
members of the local force the most. 
By pressing a red button on the side 
of the phone, officers under attack 
can immediately alert fellow 
officers to the local emergency. 

There is also a wide variety in the 
type of calls which can be made. As 
well as open conference calls, 
gendarmes can make 
person-to-person calls, particularly 
useful for senior officers in charge 
of the logistics of an operation. Or 
there can be group calls, in which 
up to five officers participate. 

Data can also be sent across the 
same radio channel, and the patrol 
cars and vans are all equipped with 
portable PCs, plugged into the same 
electronic black box in the boot of 
the car as the telephone. By feeding 
the registration number of a car 
into tiie PC the officer can find out 
from the central database in Paris 
within just two seconds whether a 
car under scrutiny is stolen. 
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Semi-solids give 
extra strength 

Ian Rodger on a Swiss company s 
technique for making car parts 

W ith the world car market in unpredictable levels 

in its present shaky entrapment This undermines 
state, now might not the strength of the component. 


W ith the world car market 
in its present shaky 
state, now might not 
seem a good time to be developing 
techniques for manufacturing 
automotive parts. 

But Btthler, a huge Swiss 
engineering group known mainly 
for its flour mills and other food 
processing machinery, is pushing 
ahead with a technology for 
forming high-performance light 
metal components. 

The technology, known as 
rbeocastlng or semi-solid metal 
casting (SSM), was developed in 
the material science laboratories 
of the Massachusetts Institute 
of Technology In the early 1970s 
but did not attract wide interest 
until recently because the patent 
rights were closely held and 
poorly exploited and the car 
industry was concentrating on 
easier ways to reduce vehicle 
weight 

The technology is based on the 
fact that metal alloys move 
gradually from liquid to solid 
state over a range of 
temperatures. Within that range, 
they are in a semi-solid state with 
a consistency of butter or 
toothpaste. 

MIT researchers, led by Merton 
Flemings, became interested in 
this phenomenon with a view 
to Improving the quality of die 
cast parts. They focused first on 
steel alloys, then moved to 
aluminium where the 
temperatures involved were much 
lower and so the material was 
easier to work with. 

The alloy, in the form of a 
semi-solid bar or slug, can be 
squeezed Into a die or mould and 
cooled in the desired shape. MIT 
researchers discovered that this 
semi-solid state could be achieved 
in common aluminium alloys 
through a simple mechanical 
stirring process. Al uminium 
producers Alnsuisse of 
Switzerland and Pechiney of 
France now do this by 
electromagnetic stirring. 

The resulting component 
retains better metallic properties 
than one made from the 
conventional liquid dle-casting 
process. In conventional 
die-casting, the process of 
injecting liquid metal into a die 
causes turbulence, winch results 


in unpredictable levels of gas 
entrapment This undermines 
the strength of the component. 

castings, on the other 
fraud , are free of gas bubbles, 
and so c an be heat-treated or 
welded and used in applications 
hitherto open only to premium 
cast or forged components. 

Furthermore, because the SSM 
process uses lower heat levels 
i j han liquid die costing - about 
580°C compared with 6S0“C - 
a consistent chemical analysis 
can be more easily maintained 
because fewer elements burn off. 
There is less oxide formation and 
much less shrinkage during 
cooling. Cycle time can be faster 
because there is no long wait for 
the component to cool. 

SSM castings also have a big 
adv antag e over premium castings 
and forgings in that they con be 
maria closer to net shape, thus 
reducing machining 
requirements. 

Bflhler, which is a leading 
producer of conventional 
die-casting machines, has been 
interested In SSM technology 
since the early 1980s. “We saw 
it as offering the opportunity for 
us to move Into new markets," 
says Ken Young, vice-president, 
engineering and technology, in 
the dle-casting division. 

The group was one of the first 
to exploit the technology when 
the original MIT patents expired 
in 1992. It has developed a line 
of die-casting machines that can 
operate with bath liquid or 
semi-solid metal feed - an 
electronic control automatically 

regulates the speeds and 
pressures of the plunger that 
pushes the metal into the die. 
Bflhler calls its new line SC, an 
abbreviation of shot control, and 
says the control is sensitive 
enough to ensure almost perfect 
consistency of components. 

Young says SSM cast parts can 
be produced at costs equivalent 
to premium castings, excluding 
savings on machining. Savings 
on parts that are now forged can 
range from 10 pm* cent to 50 per 
cent, depending on the part's 
complexity. So far. sales of the 
SC machines have been modest 
and the line is not yet profitable. 
But Bflhler is willing to be 
patient 
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Down the 
Main 
Street of 
American 
song 

M any singers cross 
the Atlantic to 
Europe these 
days, but not so 
many songs. Europeans refer 
to "Lieder” and “melodies'’, 
but have no convenient term 
by which to describe a tradi- 
tion of American song-writing 
that embraces everything from 
homespun ballads to the 
star-spangled musical bits of 
Broadway. 

On Tuesday the Wlgmore 
Hall offered the curtain-raiser 
for its series ‘'Discover Ameri- 
can Song”. Over the next six 
weeks American singers will 
roam down the Main Street of 
song history in the US. There 
Is no anisic by Stephen Foster 
listed, so nobody will be sing- 
ing of Jeenie with the light 
brown hair, but the main com- 
posers are there, not just Cop- 
land and Barber, but also 
Gershwin and Porter. A work 
called Sunday at MacDonalds 
has intrigningly been left until 
the end. 

With the influence of airs 
and ballads, jazz and blues, 
the song tradition in America 
is remarkably diverse. For the 
purpose of this series the crux 
of the matter is the contrast 
between the “serious" song- 
writers who aspired to a Euro- 
pean kind of art-song and the 
“popular” composers from the 
world of mass ente rta in ment 
Most inte r esti n g are those who 
managed to be both. 

How dever of Barbara Bon- 
ney to said us away humming 
a tune by perhaps the most 
versatile crossover American 
of them all - Bernstein, whose 
“Tonight” she sang with 
touching understatement for 
her final encore. It was the 
right idea to indude a medley 
of Richard Rodgers, though 
the songs seem starved of air 
In the stilted atmosphere of 
the recital-ball. Bonney was 
artful, intimate, when they 
really ask for a strong blast of 
honest Broadway vigour. 

Most of the music in the 
first half will have been unfa- 
miliar here. Six Elizabethan 
Songs by Argento proved to be 
well-made, not Tudor pastiche, 
more like less-than-memorable 
Britten. The last sets Ben 
Johnson's “Hymn", also used 
by Britten in his Serenade, 
and is quite different, spacious 
and reverential. A group by 
turn-of-tfte-century Griffes 
included one marvellously 
rich, late romantic song, “The 
rose of the night", which 
whets the appetite for more. 

In the second half Bonney i 
turned to the relatively | 
weD -known cyde I Hate Music! . 
by Bernstein, which die made j 
characterful without being 
brash. Her sweet, silvery j 
soprano can sound unvarying 1 
over the course of an evening’s 
solo recital, but not when die 1 
sings with as much insight as 
she did in Barber’s Hermit \ 
Songs. This was the sort of 
performance that puts a work I 
on tiie musical map, not least I 
because Warren Jones found 
more in the piano part than 1 
any other accompanist I have 1 
heard. Do not be hesitant, j 
There is a lot of American . 
song worth the discovery. 

Richard Fairman 


Further recitals in the series 
March 2, 4, 8, 15, 25 and 29 


Gnema/Nigel Andrews 

Morals and mortality 



Ralph Fiennes as the sadistic Amon Goeth in Spielberg’s brave film, ‘Schindler’s list* 

split up - Timsit scurries alongside, 


SCHINDLER'S LIST (15) 

Steven Spielberg 


A BRONX TALE (IS) 
Robert De Niro 


LA CRISE (15) 

Coime Serrean 


I n any roll call of movie-resis- 
tant subjects, the Holocaust's 
name would be read out first 
How do you film a human 
tragedy so inhuman , in its 
conception and enactment, that 
some people today deny it ever hap, 
pened? 

The greatest achievement of Ste- 
ven Spielberg’s Schindler’s List is to 
make the “impossible'' ywn possi- 
ble. The Holocaust did happen 
the human imagination - even the 
Hollywood imagination - may be 
able to encompass it Shooting in a 
harsh high-contrast monochrome, 
Spielberg and cameraman Janusch 
Kaminski combine handhold camera 
movement with the chiaroscuro of 
old archive footage. Directors have 
stolen the tr aditio nal clothing of 
truth before - Documentary Mate- 
rial Never Lies - to masquerade as 
guides into history. But here the 
clothing seems truly to take the film 
over. Itobecomes one with that past 
not just the trappings but the real 
terrors beneath. 

Thomas KenneaDy's truth-based 
novel was a controversial Booker 
Prize winner in its day. Was it fic- 
tion or fact or bits erf both? German 
businessman Oskar Schindler, 
played in the film by Liam Neeson, 
did exist and did rescue over a thou- 
sand Jews from extinction by “buy- 
ing” them from the Nazis to work 
for his munitions plant in occupied 
Czechoslovakia (a plant that man- 


usable shell). 

Previously, Schindler had 
employed Jews In his Krakow porce- 
lain factory, before and briefly after 
the emptying (rf the ghetto in 1943. 
And if we believe the book and film. 
he begged, bribed or blackmailed SS 
officers he knew, notably the sadis- 
tic Amon Goeth who ran the Pla- 
szow camp outside Krakow, to spare 
Jewish victims. 

So was he Saint Oskar? Is Spiel- 
berg's film a hairshirt hagiography? 
Mercifully not For most of the film’s 
3 Y* hours Spielberg, Neeson and 
screenwriter Stephen Zailiian make 
their “hero” even more of an nnigma 
than RsnneaTly did. Neeson’s profile 
- part Botticelli pin-up, part jungle 
predator - is lit by Spielberg with an 


eerie emphasis, so that it seems both 
beautiful and monstrous. 

Towering above Mow actors, Nee- 
son swishes through offices and SS 
parties in his haute couture great- 
coat, pressing the flesh both manu- 
ally and sexually. His appetite for 
women give an edge of ambivalence 
to his fiflhhad nn fify as a Jewish 
saviour. Is he in it for virtue or for 
cosy side-helpings of vice? Is he in it, 
indeed, just for the commercial 
bonus of cheap labour? 

Once the horrors begin, the 
play-off between equivocal hero and 
unequivocal history becomes hyp- 
notic. While watching from a hilltop 
the clearing of the ghetto, Schindler 
seems to make his inner commit- 
ment to risk all to help the Jews. 
But we only intuit He sees what we 
see, so we project onto him our 
responses: to the random killing^ 
the firestorm of SS machine-guns in 
a room where Jews are hiding out, 
the boy whose stomach, is blown out 
as he Is marched back after an 
escape attempt the fleeing girl 
eerily picked out in a red coat. 

When good and evil 
can be play-acted 
or tinged with 
pragmatism , what 
are the guideposts 
of human action? 


Once we know that the safety- 
catch is off Spielberg’s imagination, 
as it never was in his earlier second 
world war venture Empire Of The 
Sun, Schindler’s list becomes a 
game of “dare” between audience 


e wijy camp m Ralph Fiennes’s see- 
saw intonations and “Cherman" 
accent - who brutalised his prison- 
ers with beatings and bullets 
(including morning rifle practice 
from his villa balcony). And will 
Spielberg tear down the tasteful veil 
usually imposed between audiences 
and feature-film portraits of prison 
camp life? Yes: the film's ragged or 
naked prisoners are closer to news- 
reel reality than any screen fiction 
has managed before. 

The bravest decision is to resist 
giving us any frontline irinntifiratinn 
figure among the Jews. Easy to have 
laid on “the little Boy” or “tile Hefti- 
less Girl” or “the Old Watchmaker": 
a character to whose shirt-tails we 


could cling , comfortable in that fac- 
ile pathos. But with the victims seen 
collectively, the need to imiividual- 
ise our sympathies Is turned back on 
the most difficult character of all, 
Schindler. And when he proves 
unyielding, we even try to find a 
chi nk of humanity in Goeth. 

This Nazi officer is given one over- 
whelmingly funny, pathetic scene of 
self-transcendence in which he 
tastes the “power" of mercy. Schin- 
dler, in conversation, has tried to 
disarm Goeth's cruelty -addiction 
with some sophistries about the 
thrill of sparing life rather than tak- 
ing it So for a while - roughly, half 
a morning - Fiennes becomes saint 
rather than sinner. He pardons those 
who offend him and practices his 
mblting “Messiah” look in the shav- 
ing mirror. Then, bored with that he 

talrpg up his gun a gain 

Here and in the movie's other two 
great scenes - a game of 
cat-and-mouse with a gun- threatened 
prisoner, a step inside the gas cham- 
ber itself - Spielberg takes us to the 
moral and emotional brink. When 
life and death are as arbitrary as 
this, and when good and evil can be 
play-acted (Goeth) or tinged with 
pragmatism (Schindler), what are 
the guideposts of human action? 

Schindler's List only backs away 
fr o m the grim rU Mn-mhUism of its 
vision at the close. Preparing to flee 
his factory as peace breaks out in 
1345. Nees on's wheeler-dealer is 
given a speech of valedictory emo- 
tionalism as if to signal to us “Ah! 
He had a heart! He was a saint all 
along!" This scene is a deathbed Hol- 
lywood repentance in a film we have 
admired up to this point for its abil- 
ity to look straight into the face of a 
godless time, beyond all the special 
pleadings and false sanctities of past 
Holocaust cinema. 

T alking of special pleadings, 
here is Robert De Niro’s 
directing debut, A Bronx 
Tale . This film does for the 
New York Mafia what Saatchi and 
Saatchi have done, in recent elec- 
tions, for the Conservative Party. 

You know the Mafia? Very nice 
people with Italian accents and good 
suits? Well, when neighbourhood 
boss Sonny (Chaz Palminteri) 
befriends nine-year-old Calogero, the 
boy’s bus driver father (Robert De 
Niro) takes at first a dim view. No, 
De Niro won't run a numbers racket 
for his son's new friend. And no, he 
don't like the two of than hanging 
out together in dives and gambling 
joints and police stations. 

But we are supposed to like it 
mainly because Sonny is one of 
those mobsters with a notional heart 
of gold beneath the shiny suit and 
bulletproof vest The film is based on 


a stage play by Mr Palminteri and 
plays like it Not so much in a claus- 
trophobia of setting: plenty of street 
life and driving around in cars. More 
in a sentimental claustrophobia of 
concept. This is a rites-of-passage 
movie where a boy learns Who His 
True Friends Are. 


Coline Serreau's La Crise is our 
old friend, the French buddy movie 
abont the life-battered romantic 
from the educated classes (Victor 
Landon) and his blue-collar Sancho 
Panza friend (Patrick Tiinsit). While 
tendon suffers serial crises - wife 
walks out boss sacks him, parents 


spouting the wisdom of the working 
classes. Serreau directed the original 
Three Men And A Baby and still 
seems to think films are like Christ- 
mas crackers: funny hats, a few plot 
surprises and a pinbrained serio- 
comic message about humanity. 


ariH film-maker. 

Will he give us an Amon Goeth as 
diabolical as RnnnoaTiy and history 
aged, we are told, never to produce a suggest? Yes: this is the camp com- 
mandant - sometimes more mod- 


Opera/Max Loppert 

A new twist to ‘The 
Turn of the Screw' 


Malfitano’s debut as ‘Fidelio’ 


n the Glasgow Tramway, 
that gloriously rough, 
untamed and mysterious 
theatre space, Scottish 
Opera has taken up a first-ever 
period of residence. The choice 
of work is, on first glance, 
entirely apt Britten's Turn of 
the Screw, which requires an 
orchestra of only 14 and a cast 
of only jriy, and which solicits 
its chilling beauties of sound, 
mood and atmosphere from the 
most economical and flexible 
of musicodramatic substances. 

On second glance - which on 
Tuesday took place during the 
ratter fidgety early stages of 
David Leveanx’s new produc- 
tion - the opera's demands for 
a proscenium-arch prove not 
always answerable in this 
loosely defined auditorium. 

The Governess arrives - by 
bicycle, not coach - at a Biy 
spread out over a floor of bark- 
turf, and framed by a huge 
cracked, tilted window, a spiral 
staircase and a pool of murky- 
looking water (designer Vicki 
Mortimer). For the precise 


scene-setting of Britten and his 
librettist, Myfenwy Piper, the 
substitute here appears to be 
an all-too-familiar kind of 
“experimental music-theatre”: 
the gap between it and the 
opera’s fine-tuned exactnesses 
threatens to yawn wide. 

Miraculously, the perfor- 
mance then sets about h paling 
it up. with a distinctiveness of 
dramatic purpose that grows 
ever more sure. Leveaux, a dis- 
tinguished theatre-director 
making his first sortie into 
opera, has divined a way of 
exploring the trauma-haunted 
rnnpr avenues of the drama by 
means of an intensely physical 
response to the test 

The private rituals that 
unfold between the children, at 
all edges of this increasingly 


wide-flung and eerily lit theat- 
rical environment, and the ago- 
nies of the adults axe enacted 
with sometimes hair-raising 
vividness. No-one who has wit- 
nessed this Miss Jessal scrab- 
bling desperately in the turf, or 
this Flora turned by the end 
into a screaming, spitting Any, 
is ever likely to forget it 

I n sum, this production 
mines frightening new 
insights out of The Turn of 
the Screw, a masterpiece capa- 
ble of supporting just such 
adventurous theatrical investi- 
gation. Leveaux is immeasur- 
ably helped by the unswerving 
commitment of his cast The 
children (the touching, slightly 
frail-voiced Colin McLean and 
the astonishingly powerful 


Paula Bishop), Manai Davies’s 
classic Mrs Grose and Louisa 
Kennedy-Rlchardson heart- 
rending Miss Jessel all rise tri- 
umphantly to the challenge. 

Philip Salmon (Prologue and 
Quint) sings words and notes 
with Pears-like eloquence. 
Anne Williams-King, an impul- 
sive, passionate actress with a 
shining, sometimes unruly 
soprano, charts the Govern- 
ess’s course with a full-bloo- 
dedness that becomes ever 
more moving in its urgency. 

Side-stage disposition does 
not always aid the band; the 
conductor, Timothy Lole, occa- 
sionally risks pressing the 
(excellent) instrumentalists to 
melodramatic extremes. But 
the positive aspects of this 
remarkable Scottish Opera 
achievement render its handful 
of negative ones of small 
account 


At the Tramway, Glasgow: 
until February 26; sponsored 
by Scottish Opera's Tm Back- 
ing Britten" campaign 


I t Is disconcerting to find 
Catherine Malfitano 
dressed as a man. The 
American soprano looks 
so natural playing strong femi- 
nine roles, from Poppea to 
Lulu, that a major adjustment 
is required when she walks on 
stage as Leonora in Fidelio - in 
which she has just made her 
debut at Geneva. This is the 
latest risk in the career of a 
singer who refuses to be cat- 
egorised, and she pulls it off by 
the narrowest of margins. 

She was wise in her choice of 
setting. The Grand Theatre 
allows her sweet-sounding 
voice to blossom, and there can 
be few more powerful modem 
productions of Fidelio than 
Johannes Schaafs, first staged 
in 1989. Matftfonn cuts an unre- 
cognisable figure in black beret 
and loose-fitting jacket, her 
neatly-parted hair adding to 
the boyish look. However mag- 
netic her stage personality, she 


cannot hide the fact that mas- 
culine frowns are not her 
strong suit It is only in the 
final scene, when her true 
identity is revealed, that the 
character achieves some depth. 

What really distinguishes 
her portrayal is her singing. 

From Geneva 
Andrew Clark 
reports on a singer 
who refuses to be 
categorised 


This Leonora may lack the 
heroic, large-scale dimension, 
but she never utters a harsh or 
ugly note. She treats Beeth- 
oven's coloratura to a spring- 
clean, articulating the notes 
with an eloquence a true dra- 
matic soprano would find hard 
to Tnatff h, 


The other newcomer to the 
cast is Falk Struckmann, who 
has suddenly emerged as Ger- 
many’s leading Heldmbarittm. 
His Pizarro oozes ruthless 
authority, thanks to a strong, 
masculine stage presence, teu- 
tonic good looks and a com- 
manding voice. His diction is 
outstanding. Hans Tschammer 
remains a sympathetic Roccq, 
Thomas Moser a noble Flores- 
tan. Friedemann Layer's con- 
ducting Is precise and tightly 
controlled - not everyone's 
taste in Beethoven, and cer- 
tainly not mine. 

Schaafs production, 
designed by Peter Pabst, sets 
the first act In a concentration 
camp and the finale on a bed of 
roses. The result is serious, 
contemporary and moving. It 
underlines the gap between 
man’s aspirations, hopes and 
utopias and the brutal things 
we do to each other - no differ- 
ent now to Beethoven’s time. 
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Tomorrow: guitar recital 
o Auasel. Sut Hans Peter 
song recital. Mon: Jan is 
piano recital. Next Wed: 
jdy Is piano soloist with 
ate Orchestra in charity 
r World Wide Fund for 
1-728 2333/01-722 5511) 


usica Tomorrow, 
ing: Franz-Paul 
is Barcelona City 
rucknefs Eighth 
n evening: Jortfl 
Catalan Baroque 
Chamber Choir In 
-eb 26, 27: Czech 
ny Orchestra. March 
Id (tickets 268 1000 
7 10961 


■ bologna 

Teatro Communal* Tonigit: Allan 
Berg Quartet Tomorrow, Sun 


afternoon, naxt Tues: Daniel Oren 
conducts Jonathan M Bier’s Monte 
Carlo production of Maria Stuarda, 
with cast headed by Kaften 
Esperian, Gloria ScalcM, Gregory 
Kunde and Giovanni Furfanetto. 
Mon: Bologna Chamber Orchestra 
plays works by Mozart, 
Mendelssohn, Britten and 
Villa-Lobos, with violin soloist 
Massimo Quarts (051-529999) 


■ FLORENCE 

Teatro Verdi Tomorrow, Sat, Sun, 
next Tues: Maggk>Danza in Peter 
Schaufuss’ production of La 
Syfphkfe. Feb 25 In Teatro 
Communal©: Zubin Mehta conducts 
first programme In Spring concert 
series (055-277 9236) 


■ LONDON 

THEATRE 

• The Kitchen: Stephen Daldry 
has chosen Arnold Wesker's 1959 
play for his first production as the 
Royal Courts new director. Previews 
from tonight Press night next Tues 
(Royal Court 071-730 1745) 

• The Ufa of Gaffieo: a new 
version of Brecht’s masterpiece 
directed by Jonathan Kent with 
Richard Griffiths in the title role 
{Almeida 071-359 4404) 

• An Absolute Turkey: Feficity 
Kendall plays a harassed wife and 
Griff Rhys Jones a frantic bachelor 
in Peter Hall's enjoyable production 
of Feydeau’s La Dindon (Globe 
071-494 5065) 

• Oteanna: Denis Lawson and 
Mlchette Farrtey In David Mamet’s 
powerful two-hander about sexual 
harassment and political correctness 


(Duke of York's 071-836 5122) 

• Medea: Diana Rfgg's 
award-winning performance in 
&flTpWes‘ vengeful tragedy transfers 
to Broadway after Feb 26 
(Wyndham’s 071-867 1116) 

• Relative Values: Susan 
Hampshire, Sarah Brightman and 
Alison Reke head the cast in Noel 
Coward’s sparkling comedy (Savoy 
071-836 8888) 

• Crazy for You: a lavish romantic 
musical filled with showstopping 
numbers, based on Gershwin's 1930 
hit Girl Crazy (Prince Edward 
071-734 8951) 

OPERA/DANCE 

Covent Garden The Royal Opera 
has Tim Albery’s new production 
of Massenet's CMrubl h, with cast 
headed by Maria Bayo and Angela 
GheorgNu (in repertory till March 
1). Simone Young conducts a revival 
of Rigoletto on Sat with a cast 
headed by Giorgio Zancanaro, 
Francisco Araiza and Young-Ok 
SWn (ti8 March 11). Thera is a final 
performance tonight of Bektra with 
Bra Marten, Mar]ana Lipovsek and 
Nadine Seconds (071-240 1066) 
CoBseun ENQ tonight revives David 
Pountney’s staging of Fialstaff with 
Arwei Huw Morgan in the title rote 
and Janice Calms as Alice (in 
repertory tiU Mach 29). Jonathan 
Miller's new production of Der 
Rosenkavaiier, conducted by Yakov 
Kreizberg, has a cast headed by 
Anne Evans, Salty Burgess and John 
Tomlinson (tiU Mach 16). There b 
a final performance next Thurs of 
Nicholas Hytner's production of 
Xerxes (071-836 3161) 

Sartor's Wefts Feb 21-26: English 
Toning Opera presents its poptfar 
productions of L’ellsir d' amors and 


La boheme (071-278 8916) 
CONCERTS 

South Bank Centre Tonight 
Andrew Davis conducts BBCSO 
and Chorus in works by Tumage, 
Tippett and Walton, with piano 
soloist Peter Donohoe. Tonight 
(QEH): Hermann Prey, accompanied 
by James Levine, sfngs Schubert 
Tomorrow: Richard Hfckox conducts 
LPO in Beethoven and Bgar, with 
piano soloist Lars Vogt Sat Levine 
conducts Philharmonia Orchestra 
and Chorus in Berlioz’s La 
Damnation de Faust, with 
Anne-Sofie von Otter, Gary Lakes 
and Josd van Dam. Mon: Nikolai 
Demidenko plays Tchaikovsky’s 
First Plano Concerto. Tues: Gennadi 
Rozhdestvensky conducts RPO 
in Dvorak and Tchaikovsky, with 
soprano Joan Rodgers. Wed: 
Andrew Davis conducts BBCSO 
and Chorus in new Tumage work, 
plus Vaughan Wiliams' Sea 
Symphony, with Thomas Hampson 
and Amanda RoocrofL Next Thurs: 
JE Gardner conducts Elgar and 
Hotel (071-928 8800) 

Barbican Tonight Calo Rizzi 
conducts ISO in works by Mozart, 
Haydn and Schubert, wife piano 
soloist Lilya ZflbersteJn. Tomorrow: 
Charles Dutoit conducts Orchestra 
National de France in Ravel, Roussel 
and Debussy, with soprano Felicity 
Lott Sat Ivor Bolton conducts New 
Queen's Halt Orchestra in 
Rakhmanlnov. with piano soloist 
Cecfle Gusset Sun afternoon: 
Alexander Dmitriev conducts 
Stavanger Symphony Orchestra 
in Grieg, Nielsen and Sibelius, with 
violin soloist Cho Liang Lire Sun 
evening: Richard Hfckox conducts 
LSO and Chorus in Prokofiev and 
Hotel, with violin soloist Gil Shaham. 


Mon: Andres Schiff directs ECO 
in Bach, Haydn and Mozart Wed: 
Michael Nyman Band (071-638 
8891) 


■ MADRID 

Auditorio Nadortal de Musica 

Tonight Manuel Cfd, accompanied 
by Miguel Zanetti, sings Schubert's 
Wtnterreise. Tomorrow, Sat, Sun: 
Sergiu Com missions conducts 
Spanish Nation^ Orchestra in works 
by Rlmsky-Korsakov, Rakhmaninov 
and Tchaikovsky. Tues: Mark Foster 
conducts Queen Sofia Chamber 
Orchestra In Britten, Mahler and 
others, with soprano Maria Jose 
Montiei (01-337 0100) 

Teatro Urico La Zarzuela Sun: 

Aral night of John Cox's Covent 
Garden production of Yevgeny 
Onegin, conducted by Arturo 
Tamayo, with cast led by Carlos 
Alvarez, Karita Manila and Kaludl 
KaJudov. Repeated Fab 22, 25, 27, 
March 1 (01-429 8225) 


■ MILAN 

Teatro afta Scala Tonight, Sat 
Nureyev production of Sleeping 
Beauty. Tomorrow, Sun, next Tues, 
Thurs, Sat Sun: Gienantiraa 
Gavazzeni conducts Nicholas Joel’s 
production of Puccini's La Rondina, 
with cast headed by Denia 
Gavazzeni Mazzola and Pietro Beflo 
(02-7200 3744) 


■ ROME 

CONCERTS 

Teatro Ofimprco Tonight Uto Ug hi, 
accompanied by Bruno Canino, 
plays violin sonatas by Mozart, 


Beethoven and Prokofiev. Next 
Thurs: Mantua Chamber Orchestra 
(06-320 1752) 

Gonfalons Tonight I Musid play 
works by Rossini, Paganini, Respighi 
and Rota Next Thurs: Kodaiy 
Quartet (08-687 5952) 

Uitfversita La Sapienza Sat Andr§ 
Watts piano recital (08-361 0051) 
Teatro n Sistina Sun morning: Gary 
Karr double bass recital (06-5734 
4664) 

Teatro VaBe Sun, Mon, Tues: 

Jeffrey Tate conducts Orchestra 
defl'Accademla di Santa Cecilia In 
works by Bgar and Strauss, wife 
cello soloist Truts Mork (06-678 
0742/0 B-6880 3794) 

OPERA 

This month’s repertory at Teatro 
deH’Opera is devoted to Manor 
Lescaut and Lucia dr Lammermoor, 
both staged by Gian Carlo Menotti. 
The Puccini, with Elena FHipova 
In the title role, runs till March 5. 

The Donizetti opens on Feb 26, 
with a cast headed by Mariefla Devla 
and Vincenzo La Scola. Programme 
subject to cancellation or change 
at short notice (06-481 7003) 


■ VENICE 

Teatro La Fenlc* Tonight Frederic 
Chaslin conducts final performance 
of John Schtesrnger's Covent 
Garden production of Lbs Contes 
d' Hoffmann, with Giuseppe 
Sabbatinl In title role. Sun, next 
Tues: Yoram David conducts 
Orchestra and Chorus of La Fen ice 
In Schoenberg’s Gurretleder, with 
Janis Martin, Waltraud Meier, 
Siegmund Nlmsgem and Frank 
Hoffmann (041-521 0161) 


ARTS GUIDE 

Monday: Berlin, New York and 
Paris. 

Tuesday: Austria. Belgium, 
Netherlands, Switzerland, Chi- 
cago. Washington. 
Wednesday: France, Ger- 
many, Scandinavia. 

Thursday: Italy. Spain, Athens, 
London, Prague. 

Friday: Exhibitions Guido. 

European Cable and 
Satellite Business TV 

(Central European Time) 

MONDAY TO FRIDAY 
NBC/Super Channel: FT Busi- 
ness Today 1330: FT Business 
Tonight 1?30, 2230 

MONDAY 

NBC/Super Channel: FT 
Reports 1230. 

TUESDAY 

Euronews: FT Reports 0745, 
1315. 1545, 181S. 2345 

WEDNESDAY 

NBC/Super Channel: FT 
Reports 1230 

FRIDAY 

NBC/Super Channel: FT 
Reports 1230 

Sky News: FT Reports 0230, 
2030 

SUNDAY 

NBC/Supor Channel: FT 
Reports 2230 

Sky News: FT Reports 0430, 
1730; 






Heady brew of 
tycoons and tradition 


T he UK tax increases 
which come into effect 
in 1994-95 are under 
fire for their possible 
effect on the pace of economic 
recovery. But whatever one 
thinks of their timing, their 
ultimate cause is the growth in 
public spending. 

This growth is international 
Total general government out- 
lays among European coun- 
tries have risen from 35 per 
cent of grass domestic product 
in 1970 to more than 50 per 
cent in the early 1990s. much 
larger than in the UK. 

Pressures have arisen both 
from the numerator (public 
expenditure) and the denomi- 
nator (GDP). The latter has 
been hit by the long-term inter 
national slowdown in growth. 
But there has been at least as 
much pressure from the 
numerator, which is mainl y 
welfare expenditure. The influ- 
ences have included expensive 
advances in medical technol- 
ogy and growing proportions 
in further education. On the 
social security side there have 
been Improved benefits 
(although not very recently), 
demographic shifts and 
changed social attitudes to 
take-up. Indeed the line 
between being less inhibited 
about exercising citizen rights 
and scrounging on the state is 
notoriously difficult to draw. 

One popular view is that the 
rise in welfare spending has 
been due to unemployment. 
This is not so, at least in the 
UK, if unemployment is con- 
ventionally defined - an 
important qualification. The 
biggest increases have been in 
expenditure on pensions, the 
side, the disabled and families. 

Another favourite culprit is 
the ageing of the population. 
Again this is much exagger- 
ated. Look at the age-depen- 
dency ratio - the proportion of 
the population over 65 to those 
of working age. In the Euro- 
pean Union this ratio did not 
change at all in the 1980s and 
is expected to rise by a couple 
of percentage points to 23.6 per 
cent in the course of the 1990s. 
The big increases are expected 
next century. By 2040 the EC 
dependency ratio is expected to 
be about 43 per cent. 

These pressures will not 
really hit the UK until after 
2010. A superficial case can be 
made that the welfare state is 
not a problem far Britain this 
decade. Looking ahead to 2000, 
the Department of Social Secu- 
rity has made a central 
assumption that benefits will 
rise by just over 2‘/i per cent a 
year - within a hair's breadth 
of the government’s projection 
for economic growth. 

A much more immediate 


-yT The UK’s 

i— ^ T >s -i brewing tndus- 

/ J- .1 try, beers and 
f 1 \ pubs are firmly 

I established eie- 

ments of the 
RnTiftT national cul- 

ture. They 
— have survived 

- as this sweep through 150 
years of history shows - per- 
sistently high taxation, fre- 
quent ham-fisted government 
intervention, periodic bouts of 
temperance, and constantly 
shifting consumer demands. 

They have endured reces- 
sion, uncertainty and upheaval 

- not least in the past five 
years - and, by and Large, have 
done so profitably. 

In the process, the industry 
has changed substantially, and 
at an ever-increasing pace. But 
its basic importance in the 
social and economic life of the 
country remains unaltered. 

So do its problems. Com- 
plaints about the price of beer, 
brewers' profits and control of 
pubs stimulated government 
action in 1830, Just as it did 
with the Monopolies and Merg- 
ers Commission report on the 
industry in 1989. 

In 1830, Wellington’s Tory 
government courted popularity 
by repealing the duty on beer 
and allowing any ratepayer 
prepared to pay a 2 guinea 
licence fee to brew and sell 
beer. More than 24,000 beer 
houses were opened within six 
months. Eight years later, 
nearly 46,000 had been added to 
the 51,000 previously licensed 
premises. 

The beer houses were a fer- 
tile source for many an anti- 
drink sermon over the next 40 
years, but their proliferation 
did little to increase competi- 
tion. C omm ercial brewers were 
soon supplying them and later 
took over almost any house 
they wanted. 

There is little evidence in 
this dense book to suggest gov- 
ernment intervention has ever 
had any significant, lasting 
effect on the industry. Licen- 
sing laws and duty imposts did 
create conflict and uncertainty 
from time to time. The Licen- 
sing Bill of 1907, Introduced by 
a “teetotal-ridden" Liberal gov- 
ernment, caused uproar. 
Investment in breweries was 
cancelled and dividend pay- 
ments suspended. Sir Gilbert - 
Greenall, the Lancashire 
brewer, resigned as master of 


THE BRITISH BREWING 
INDUSTRY 1830-1980 
By T.R. Gournsh 
and R.G. Wilson 

Cambridge University Press. £50. 
690 pages 


the Belvoir hunt, saying “if 
[the bQll became law. he could 
not continue the heavy 
expense of his office". 

But social and market forces 
have been more influential in 
shaping the industry, as the 
authors’ meticulous research 
and analysis confirms. It was 
not the government's creation 
of beer houses that fuelled the 
rapid growth in consumption 
and commercial brewing 
between 1830 and 1880. Instead. 
It was rising real wages, 
increasing urbanisation and 
lack of leisure alternatives. 

Those were the glory years 
of the industry, when brewing 
was the occupation of gentle- 
men and, the authors note, “no 
other business venture, save 
perhaps banking, provided a 
surer route to a fortune”. 
Brewing, it was estimated, 
made 33 millionaires and 50 
half - milHnnairps, many of their 
names as familiar now as they 
were a century ago: Guinness. 
Bass. Courage. McEwan, 
Younger, Chamngton, Wat- 
ney, Worthington and Whit- 
bread. 

The death knell of many of 
the family partnerships that 
dominated Victorian brewing 
was sounded in 1886 with the 
public flotation of Guinness. 
The £6m share issue attracted 
£130m worth of applications. 

Though a number of brewers 
determinedly held on to their 
independence into the 20th 
century - and some, like the 
Brain, Pope and Young fami- 
lies still do - the Guinness flo- 
tation pointed the way for oth- 
ers to convert assets to cash 
and to raise more funds to 
enlarge their pub estates. 

A scramble among brewers 
to buy pubs also helped to 
restructure the industry. The 
value of Whitbread’s proper- 
ties, estimated at £26,000 in 
1886. had risen to £2m by 1907. 
Many smaller brewers could 
not keep pace and, in the diffi- 
cult trading years to 1914. fell 
to bigger, better-managed 
rivals. 

The number of brewers 
halved to 1,100 between 1881 


and 1914, The quest for econo- 
mies of scale in a static or 
declining market reduced num- 
bers to 428 by 1940. Then, most 
remaining vestiges of the brew- 
ers’ old clubby world were 
shaken out in the merger 
mania of the late 1950s and 
1960s, with the rise of the cor- 
porate economy. 

There were many reasons for 
the spate of nearly 200 merg- 
ers, which reduced the indus- 
try to the six or seven domi- 
nant national brewers and a 
few regional operations. But 
the authors give due recogni- 
tion to the impact of two out- 
siders: Charles Clore of Sears, 
who coveted the brewers’ 
under-utilised properties; and 
E.P. Taylor, the brash Cana- 
dian brewer, who, in pursuit of 
a market base for his Carling 
Black Label lager, drove 
around the UK “bursting in 
upon startled [brewery] direc- 
tors . . . with only the slimmest 
of introductions, suggesting 
mergers with the eloquence of 
a carbon paper salesman". 

Among the most potent 
influences on the industry 
identified in the book, how- 
ever, are the generations of 
anonymous consumers. “It is 
the customer who ultimately 
decides." said Thomas Buxton, 
the London porter brewer, 
in 1811. And what awkward 
customers they have proved 
to be. 

Their tastes changed fre- 
quently: from porter to mild 
ale; then to the light, sparkling 
bitters which for a time made 
Burton-upon-Trent the brewing 
capital of the nation; to keg 
bitters and lager and then 
back to real ales. 

Beer drinkers have also 
resisted threats to nationalise 
pubs and attempts to turn 
them into uniform chains. 
They stood firm against 
reformers who tried to 
“improve" pubs and drinking 
habits by abolishing bars and 
introducing waiter service - 
until a Royal Commission, no 
less, was forced to concede that 
“perpendicular drinking is an 
ingrained national custom". 

Such defiance of the pre- 
scriptions of economists, 
accountants and social reform- 
ers may be the reason why 
beer drinking remains such a 
feature of the British way of 
life. 


Philip Rawstome 
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Leaky safety net, 
shaky ladder 


By Samuel Brittan 


threat than the projected age- 
ing of the population later in 
the 21st century is the fall 
already taking place in the pro- 
portion of people, and espe- 
cially men, still at work in the 
55-64 age range. It has been 
stark enough in the UK but 
even more pronounced in 
many other countries. Workers 
in that age group are being 
nudged into early retirement 
during periods of recession, 
never to return to work during 
the upturn. 

David Willets, who has 
drawn attention to this and 
many other problems in a 
Social Market Foundation 
booklet. The Age of Entitle- 
ment, expects the proportion at 
work In this age group to fell 
below 60 per cent The problem 
is aggravated by the trend 
towards starting work later 
under the name of education 
and training. Within the space 
of two decades, says Willetts, 
the normal span of a man’s 
working life will have dropped 
by nearly a third. 

Survey evidence suggests 
that most of those concerned 
do not regard themselves as 
either retired or conventionally 
unemployed. The problem has 
been aggravated by the con- 
vention that workers should 
retire at top pay rates and the 
provision in so many occupa- 
tional schemes for pensions to 
be based os the last few years 
of working life. This makes 
workers themselves reluctant 
to stay in their posts when 
they may be earning somewhat 
less than at their peak. For 
employers, early retirement or 
voluntary redundancy seems a 
painless way of dealing with 
overmanning and reducing 
their average salary bill. But in 
both human and economic 
terms it is a colossal waste: 
and the increase in the propor- 
tion of women at work is but a 
mitigating factor. 

in an otherwise illuminating 
Rowntree Foundation study. 
The Future of the Welfare State. 
John Hills plays down the 
expenditure pressures. He 
looks at the prospective ageing 
of the population in the next 


Premature retirement 
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century, the maturing of the 
much-reduced state eamings- 
related pension scheme 
(Serps), and the switch, advo- 
cated by Labour, to restoring 
the link between benefit levels 


More worrying 
than ageing in the 
next century is 
premature 
retirement now 


and incomes, and not just 
prices. If all these things were 
done. Hills argues that the 
pressure on public finances 
would still only rise by 5 per- 
centage points of GDP by 2040. 

This argument has become 
much less convincing on its 
own terms since the outcry 
over the plans in the Lamont 
and Clarke Budgets to take an 
extra 3 percentage points of 


household incomes In tax over 
1994-95. Hills argues that voters 
will not feel the pain of his 5 
percentage-point increment if 
it is imposed in small annual 
steps. This is specious. He 
might equally argue that it 
would not matter if the state 
taxed away all original income 
so long as the 100 per cent 
point was reached in very 
gradual steps. 

The welfare state was once 
described by Winston Chur- 
chill as a ladder and a safety 
net. The ladder represented 
opportunity and the safety net 
security. Now. In too many 
countries, the safety net looks 
ripped and the ladder shaky. 
As for the leakages, you only 
have to take a walk in the 
great cities of Europe and 
North America. While some of 
the homeless and the hopeless 
represent problems of drug 
addiction or mental distur- 
bance not easily cured by over- 


all financial action, there are 

plenty of signs, of benefits *rf a 
minimum subsistence kind not 
getting through to those who 
obviously need them. Hie Brit- 
ish government cut benefits for 
the underfill »» order to dis- 
courage them from leaving 
home without proper job or 
training prospects. Many soil 
leave home for understandable 
reasons and live on the mar- 
gins of society. 

The shakiness of the ladder 
has been much discussed in 
the shape of the unemploy- 
ment and poverty traps. Many 
of the aims of welfare state 
reformers get in each others 
way. if governments try to 
make benefits more selective 
this me;ins that there will be a 
high rate of cut-off and the 
gain from taking a job or mov- 
ing to a better one will be exig- 
uous. If. on the other hand, 
governments concentrate on 
reducing the high 'poverty tax’ 
rates at the bottom of the 
income scale, then much of the 
benefit will spill over to those 
who do not need it. 

The balance to be struck will 
vary from one benefit to 
another. In the UK high prior- 
ity should be given to extend- 
ing Family Benefit - now 
available to low-earning fami- 
lies with children - to those 
without children. This would 
on paper mean that it was 
always worthwhile to take a 
job. But In practice it will also 
be necessary to reduce the 
withdrawal rate for Income 
Support from its present 
anachronistic 100 per cent. 

When it comes to pensioners, 
the balance of argument Is 
overwhelmingly on the side of 
selectivity, as the carefiil bal- 
ancing of different Incentive 
effects no longer applies. As 
Willetts remarks, several hun- 
dred million pounds to 
improve the Income Support 
that tops up the pensions for 
the minority of the elderly who 
need it will do far more good 
than billions spent in a waste- 
ful. across-the-board Increase 
in the basic pension rate. Yet 
Labour still persists in this 
primitive error. John Major 
himself has made a similar 
error in relation to Child Bene- 
fit. which is a wasteful form of 
churning between families. 
The sums would be much bet- 
ter used in improving income- 
related benefits and increasing 
their take-up. 

Different benefits and 
systems of payment have their 
embattled supporters. Instead, 
we should concentrate an what 
is transferred to whom and on 
what terms. Then at least we 
will be posing the right ques- 
tions. even if there are no 
uniquely right answers to find. 
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Share options not incentive to perform 


From Mr PS. Norris. 

Sir. Monday's articles on the 
subject of executives' share 
options provide a fascinating 
collection of political point- 
scoring, opinions and views, 
but do not address the essen- 
tial point 

Interestingly, Richard 
Gourfay commented, in rela- 
tion to the electricity company 
executives who stand to make 
significant option gains, that in 
all cases the share prices have 


more than doubled and profits 
have sharply increased 
(“Brown says share options 
cost £l00m in lost tax"). So 
shareholders, far from being 
victims of share options, have 
also done extremely well! 

Only Anne Simpson, of Pen- 
sions and Investment Research 
Consultants, comes close to the 
real issue in Lucy Kellaway's 
article (“A fairer slice of the 
pie"), by arguing - rightly - 
that share options are a poor 


means of motivation. Execu- 
tives’ pay should encourage 
managers to improve the per- 
formance of their businesses. 
Pay for performance is, clearly, 
the right approach; relying on 
share options to provide the 
link is not 

Attaching performance tar- 
gets to the exercise of options 
ignores tire inescapable truth 
that, in any event, the option 
gain is dependent on the share 
price on the day of exercise. 


Options are a route into the 
equity, not an incentive to per- 
form. 

Let’s get away from focusing 
on the amount of executives’ 
pay and concentrate on the 
way they are paid. If the meth- 
odology represents a good deal 
between management and 
s hareholders - go for tt. 

P S. Norris, 

director, MM&E Remuneration, 
1 Bengal Court, BsrthinLane, 
London EC3V ODD 


Development of Crest I Power benefits delivered 


From Mr JJUS. Footman. 

Sir. Your report, “Bank says 
it should run share settlement 
system" (February 15), sug- 
gests that the Bank of England 
wants to own and control the 
Crest system for the first few 
years of operation. 

The discussion document 
issued by tbe Crest project 
team on Tuesday makes it 
clear that the Bank wants own- 
ership of Crest to be in tbe 
private sector, and that the pri- 
vate sector owners would 
themselves appoint an opera- 
tor to run the system on their 
behalf from the outset. The 
Bank would be ready to build 


the system, but only provided 
there were satisfactory com- 
mitments from future owners 
to finance this process and to 
take on full responsibility for 
the operation of Crest once 
building was completed. 

The Bank of England will be 
looking to future owners to 
sign heads of agreement before 
May 3, and the new ownership 
structure would be imple- 
mented at an early stage dur- 
ing the building of Crest 
J.R.E. Footman, 
head of the information 
division. 

Bank of England, 

London EC2R8AH 


Irregular ways to say goodbye 




Information atonewouft ensured 
that you make the right cross-border 
real estate decisions. You need 
insight and interpretation. 

Each of our offices in North . •/., 
America, - ’• ‘ 

Australia and the Fir East offas foe; 
range of services andprofassfonal , ' 
expertise to turn information info 
effective real estate strategies. We 
then coordinate these strategies to . . 
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Blnawadgerlnteraational, please, 
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From Mr Desmond High. 

Sir, Mr Brian Moore’s letter 
(“Overpriced auditing". Febru- 
ary 15) brings to mind one of 
those irregular verbs much 
beloved of Bernard in Yes Min- 
ister, namely: I resign, you are 
sacked, he leaves by mutual 


agreement with a seven-figure 
pay-off. 

Desmond High, 

Chantrey Velaeott, 
accountants. 

Russell Square House. 

10-12 RusseU Square, 

London WC1 


From Mr John Baker. 

Sir, Your leader, “Little- 
child’s power gamble" (Febru- 
ary 14), gives the reader a mis- 
leading «nd partial analysis of 
the power generation industry. 

It Is misleading because, by 
repeated reference to the mar- 
ket power and price-fixing abil- 
ity of the duopoly generators, 
it implies their guilt can be 
taken for granted. Yet in his 
latest report, as in all his ear- 
lier ones. Professor Stephen 
Littlechild, the electricity regu- 
lator, confirms he has found no 
evidence of any abuse by 
National Power with regard to 
Its behaviour In the market, 
pricing or profitability. 

The article is partial 
because, while critical of the 
power generation industry’s 
structure, It omits to recognise 
any of the benefits it has deliv- 
ered. For example, electricity 
pool prices are still below the 
level predicted by government 
at the time of privatisation, 
and competition in generation 
is Increasing faster than antici- 


pated - hence the reduction in 
our market share in three 
years from 47 to 35 per cent. 

Moreover, National Power's 
wholesale charge for the vast 
majority of consumers is sig- 
nificantly lower in real terms 
than before privatisation - 16 
per cent for tbe typical Indus- 
trial user - and the very larg- 
est users would also have 
enjoyed price reductions had 
they not lost government sub- 
sidies in 1991. Even without 
them, they are paying on aver- 
age no more in real terms. 

Add to that an increase of 
more than 50 per cent in oui- 
productivity, and capital 
investment, largely on environ- 
mental clean-up measures, 
exceeding our pre-tax profits 
over the last three years, and I 
believe that this is firm evi- 
dence of the success of privati- 
sation. 

John Baker, 

chief executive. 

National Power, 

85 Queen Victoria Street, 

London ECV4DP 
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Basis of contacts between Sir Sonny Ramphal and BCCI 
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Delivering G i. o l a l Real E s t a t e Sot& r i p H s 


From Shridath Ramphal. 

Sir. I write to refute the 
innuendos contained in your 
article, Including the headline, 
about me concerning arrange- 
ments with Bank of Credit and 
Commerce International initi- 
ated long before its closure 
(“Sir Sonny bad special loan", 
February 16). 

Aa chairman of the Interna' 
tional Jury for the Third World 
Prize, my contacts with the 
bank were essentially with its 
president In his capacity as 
chairman of the board of trust- 
ees of the Third World Founda- 
tion. They were, therefore, 
mainly concerned with the 
bank’s philanthropic work. 


which Included support not 
only for the foundation and the 
Carter Centre but such Com- 
monwealth-related causes as 
the Commonwealth Cambridge 
Trust 

I explained fully to your cor- 
respondent tiie significance of 
the new foundation which I 
was expected to lead after leav- 
ing the Commonwealth Secre- 
tariat It was to be devoted to 
issues of development security 
and environment in a north/ 
south context 

I considered it extremely 
important that such a global 
institution should come Into 
being; and was ready to devote 
my time after leaving my Com- 


monwealth post to bringing it 
to fulfilment The contractual 
arrangements discussed with 
the bank were entirely In that 
context and of course made full 
provision for assured repay- 
ment At the time, it was rea- 
sonable to assume that BCCTs 
banking activities were befog 
property regulated by the Bank 

of England. 

Within weeks of the closure 
of the bank, it was my legal 
advisers who brought all these 
matters to the attention of the 
then provisional liquidators. In 
the result my own c laims 
against the bank and liabilities 
to It were the subject of an 
overall settlement, negotiated i 


through legal advisers and by 
due process more than a year 
ago. 

Your correspondent has also 
re ferre d to a Commonwealth 
Secretariat Cambridge sympo- 
sium in 1989. The then director 
of the legal division or tbe 
Commonwealth Secretariat, Mr 
Jeremy Pope, has specifically 
refuted the suggestion that I or 
anyone in my office had any 
awareness of the matters relat- 
lag to that symposium and 
that the discussion 
itself did take place. 

Shridath Ramphal, 
l The Sutherlands, 

188 Sutherland Avenue, 

London W9 iffR 
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Markets, yes 
cartels, no 


The European Commission’s 
belated crackdown on the steel 
cartel is rather curious. The Com- 
mission, after all, has been a 
prime orchestrator of steel cartels 
in the past Nevertheless, if the 
crackdown is a genuine sign that 
the cartel days are over, it is wel- 
come. 

The fear, though, is that the 
Commission's real motive is to 
undermine the moral position of 
Europe's private steelmakers who 
have been highly critical of the 
Commission's rote in mmnrinnTnp 
EcuTbn. in state aid to their ineffi- 
cient pubhc-sector rivals. Though 
the non -aided steel groups are not 
blameless, that does not alter in 
any way the unfairness of last 
December’s subsidy package. Nor 
should it be used to bla ckmail the 
nan-aided companies to taka part 
in the Commission's overall plan 
for restructuring the industry. 

Under this, the Commission 
wants non-aided groups to cut 
19m-25m tonnes of capacity to 
help bring demand and supply 
into balance. It is prepared to 
flnancfl a quasi-cartel to achieve 
this. But the private steelmakers 
say they are not prepared to cut so 
much capacity, given that their 
aided rivals have cut only 5m 
tonnes. While they are right to 
feel aggrieved, it is pointless to 
labour the point. December's deal 
is dmip and cannot be unravelled. 

The practical question is 
whether the Commission Is sensi- 
ble to press ahead with its 
restructuring {dan. The answer is 
probably no. Although the Com- 
mission cannot reasonably remove 
its offer to sanction a capacity-re- 
ducing cartel now it has been 
made, it should not be twisting 
arms to get companies to take 
part. The Commission would do 
better to leave restructuring to the 
market 

Painful process 

Such a process would be painful. 

Without the prospect of orches- 
trated plant closures, prices would 
fall. Some companies would be 
driven into bankruptcy. Even that 
would not necessarily lead to 
capacity cuts in the short run as, 
in many cases, it would be more 
profitable to write down a compa- 
ny’s debts and continue to operate 
its plants. This has already hap- 
pened with Germany's Saarstahl 
and Klflckner-Werke. 

One could hardly call such a 

Reading the 
tea leaves 


process fair. Private investors 
would suffer because of hand-outs 
to state-owned groups. But it 
would have advantages. The rest 
of European industry would enjoy 
enhanced competitiveness from 
lower steel prices. Some jobs 
might be saved because lower 
prices could boost demand for 
steeL Moreover, when the tin» for 
closures came, there would be a 
reasonable prospect that the most 
inefficient, plants would go first 
maybe even those owned by state- 
aided companies. 

State aid 

Such a course of action could 
run into two dangers, first, steel 
companies might be so badly hurt 
that they would clamo ur for more 
state aid. ff the companies that 
have already received subsidies 
from their governments princi- 
pally Italy's Uva. Germany's Ekos- 
tahl and Spain’s CS1 asked for 
more, the Commission’s answer 
would be fairly clear no second 
helpings. 

But if other groups managed to 
persuade their governments to 
subsidise them, the rtommiggion 
would have a hard job saying no. 
After all, it would scarcely be fair 
to «meti«n subsidies to inefficient 
steelmakers thmn deny thom 
to more efficient rivals which 
were being driven out of business. 
The Commission would probably 
have to apply the same formula of 
aid for capacity cuts that it used 
last December. This prospect is 
not ap pealing - It only goes to show 
the mess created once precedents 
on state aid are set 

The second danger is that mar , 
ket conditions could get so bad 
that the Commission felt forced to 
declare a “manifest crisis* under 
the Treaty of Paris. German pro- 
ducers are already railing for this 
provision, under which companies 
would receive quotas for each 
market segment, to be invoked. 
The snag with such a cartel is not 
only that it would harm the rest of 
industry by pushing prices higher. 
The evidence of the 1980s, when a 
manifest crisis was last invoked, 
is that little restructuring would 
occur and trouble would be stored 
up far the future. 

Europe's steel industry is in 
such a mess that there are no easy 
solutions. But some are worse 
than others. The Commission 
should rely less on cartels and 
more on markets. 


tr Kenneth Clarke wanted to be 
hancellor of the exchequer. Now 
he is learning how difficult the job 
an be. It was relatively easy to 
mow what to do after sterling had 
teen pushed out of the exchange 
ate mechanism in September 
992; interest rates had to be cut 
ind the budget had to be tight- 
med. Today, policy judgment is 
oore finely balanced, with the tax 
lurden about to increase sharply, 
he base rate of interest down to 
i'/« per cent and the economy 
njoying a modest recovery and 
a Ring inflation. 

Inflation continues to look more 
ban satisfactory. The retail price 
ndex, less mortgage interest pay- 
nents, is up only 2iJ per cent over 
he 12 months to January 1994, 
liter a 0.4 per cent fell in the 
a test month. This was a substan- 
ially better outcome than gener- 
Qly expected and came despite the 
mdget increases in excise duties. 
)ne explanation was heavy dis- 
Twmtfag in the January sates. But 
iroducer output prices - exclu- 
Ung both the volatile food cate- 
gory and tax-distorted beverages, 
obacco and petroleum - rose not 
it all in January and by only 2.6 
»er cent over the 12 months to 
January. This was a remarkable 
lerfbrmance fallowing a substan- 
ial devaluation. 


underlying annual 
mirtgs has been run- 
sent for four months. 

) be consistent with 

3 of less than 2 per 
irould be within the 
inflation target for 
hk parliament. The 
hether pay inflation 
w. Worries include a 
pay settlements this 
i probably transient 

government's tough 
or the public sector. 

inflation perfor- 
L So it must re main , 
portanl that a target 
»t, for once. 

Lance on inflation 
at on the recovery is 
red. The volume of 
up s.5 per cent in the 
ary 1994 - has been 
i rapidly than output 
ring, up only 22 per 
ar to December 1998. 
ie volume of exports, 
and erratics, is esti- 


mated to have fallen by % per cent 
between the three months ending 
November 1992 and the same 
period of 1993. although the vol- 
ume of comparable imports was 
up 4y. per cent All too typically, 
the unit values of these exports 
rose by 11 per cent 

This, then, has all the appear- 
ance of an nnhainncM consuxner- 
ted recovery, with export prices 
pushed up to take advantage of 
devaluation and weak perfor- 
mance of both exports and manu- 
facturing, despite the devaluation. 

Tail off 

Prospects are made worse by the 
high Increases in earnings within 
manufacturing industry, running 
at 4% per cent The annual rate of 
productivity increase in manufac- 
turing has also halved since last 
July. As a result, unit costs in 
manufacturing, which fall 1.7 per 
cent in the year to the three 
months ending in July 1993, rose 
by 02 per cent in the year to the 
three months ending in December. 

Exports may still improve when 
the recession in continental 
Europe comes to an end. Mean- 
white, the importance of price cut- 
ting for sustaining the growth of 
retail sales demonstrates that 
domestic consumption is hardly 
running away. The growth of con- 
sumption may also tail off- when 
the reality of April’s tax increases 
dawns on the population. If so, the 
pattern of demand would begin to 

look far better balanced. 

Demand may also prove disap- 
pointing. It would be wrong to get 
too excited over one month’s 
email jump in unemployment, par- 
ticularly after four months of 
decline. But account does need to 
be tgkg n of the shift from foil to 
part-time employment, which is 
hidden in the aggregate figures. 
The overall impression is that the 
economy is not growing fast 
enough to tighten overall capacity 
by very much. If so, unemploy- 
ment will continue to re m a in 
higher than is necessary to con- 
tain inflation- 

on balance, the evidence pres- 
ented by the veritable avalanche 
of statistics of the last few days 
suggests that further loosening of 
monetary policy may well be 
required- Lower interest rates are 
likely and. as happened earlier in 
the US. should prove consistent 
with still lows- inflation. 


Damian Fraser examines the political and economic 
repercussions of Mexico’s peasant uprising 

The poor make 
their presence felt 



T he seizure by peasant 
guerrillas of half a dozen 
Mexican towns in the 
southern state of Chia- 
pas on New Year's Day 
has shaken the government of Pres- 
ident CarlOS Salmas more than any 
other event in its five-year rule. 

Since January 1 President Satina* 
hag Tiad to reshuffle his cabinet, fire 

a state governor, bow to demands 
for potentially far-reaching political 
reforms, and shift the focus of eco- 
nomic policy from conquering infla- 
tion to boosting growt h . - all as a 
result of the revolt 
The Institutional Revolutionary 
Party’s 65-year grip on power looks 
less secure now than at any point 
since Mr Salinas took office in 
December 1988. Mr Luis Donaldo 
Cotesio, the FBI’s presidential can- 
didate to succeed Mr Salinas, faces 
an opposition rejuvenated by the 
rebellion, and possible division in 
his own party. Elections are sched- 
uled far August 21 and Mr Salinas 
cannot stand for a second term 
under Mexico's constitution. 

That a group of a few thousand 
poorly equipped guerrillas could 
wreak SO much pnllHral damag fr is a 
testimony to previous discontent 
with government policy. The rebels, 
who call themselves the Zapatista 
National Liberation Army, have 
elicited widespread sympathy with 
their mUs for demo cratic change, 
better treatment of the minority 
fmtifln population, and c riticisms of 
pro-market economic reforms. 

“The Zapatistas are only saying 
what many Mnricans want,* says 
Sergio Aguayo, a political science 
professor at the Colegio de Mexico, 
a leading research institute. “That 
is why they have had such a strong 
impact* According to a poll in the 
magazine Este Pais, 61 per cent of 
Mexicans sympathise with the 

Zapatisbis. 

The army pot down the Zapatista 
insurrection within a few days, but 
the government, pushed on the 
defensive, felt compelled to drop its 
military offensive and offer an 
amnesty and a ceasefire. Yesterday, 
the Zapatistas were set to release 
Mr Absalon Castellanos, former 
governor of Chiapas, who had been 
held captive since the New Year. 
This clears the way for talks 
between the rebels and Mr Manuel 
Camacho, the government peace- 
broker in the region. A government 
official said talks were likely to 
start this weekend. 

The government is likely to offer 
the rebels land, more money for 
schools, roads, and utilities, and to 
replace sane local politicians with 
those acceptable to the Zapatistas. 

It is Tmetear whether such conces- 
sions win persuade the rebels, who 
are stfll armed, to rejoin civil soci- 
ety, but they may undercut their 
popular support. 

The government’s conciliatory 
approach has helped restore the 


confidence of foreign and domestic 
investors in the economy, which 
had taken a knock after the opti- 
mism generated by approval of the 
North American Free Trade Agree- 
ment last November. The stock 
market has risen about 7 per cent 
this year, and short-term interest 
rates fell to a record low of 9.15 per 
cent yesterday. 

But even If a rapprochement is 
reached with the Zapatistas, the 
ramifications of rebellion are 
almost certain to remain the central 
issue of this year's presidential elec- 
tion. The uprising has shifted the 
political debate to the extreme pov- 
erty in which about a fifth of the 
country lives, and to the authoritar- 
ian rule of the PRI In many parts of 
the country. 

Such issues are the main cam- 
paign themes of Mr Cuauhtemoc 
C&rdenas, the candidate of the lef- 
tist Party of Democratic Revolution. 
He has successfully distanced him- 
self from the violent methods of the 
Zapatistas, but appears to be capi- 
talising an the dissent highlighted 
by the rebels. Opinion polls indicate 
his approval rating has risen to 
about 20 per cent 
Mr Cdrdenas’ rise has put Mr 
Colosio, the hand-picked successor 
to Mr Salinas, on the defensive. Mr 
Colosio has the hard task of con- 
vincing Mexicans that the uprising 
does not rifafrwtit the policies Ms 
party has been following for the 
pest decade, in particular tight gov- 
ernment spending and the imposi- 
tion of high real interest rates that 
have lowered inflation but squeezed 
growth. 

In an effort to boost Mr Colosio’s 
campaign and appease public opin- 
ion, President Saimaa decided i»«t 
month that the government would 
accelerate planned spending this 
year, and shift budget priorities to 
anti-poverty programmes. Last 
week Mr Salinas announced a 
H07m subsidy to coffee producers 
who are angry at low international 
prices. 

If Mr Colosio succeeds Mr Salinas, 
as is still likely despite the appoint- 
ment of his rival Mr Camacho as 
peacemaker in Chiapas, aides say 
he will concentrate on eradicating 
poverty anri reducing differences in 
inmniP wi thin the country; devolve 
federal responsibilities to the states; 


and give more powers to the Con- 
gress and judiciary, thus reducing 
the president’s jnfhienra Mr Colo- 
sio was drawing up such a pro- 
gramme last year after he was nom- 
inated but the prospect of a subtle 
change in policy with President 
Salmas has risen since the uprising. 

Mr Colosio has been influenced 
by the downturn. Government fig- 
ures are expected to show that the 
economy grew by under 1 per cent 
last year, less than the increase in 
population. Unemployment has 
risen in cities, and rural areas such 
as Chiapas have seen a sharp drop 
In the prices of agricultural prod- 
ucts. 

Low growth has meant that many 
Mexicans have yet to benefit signifi- 
cantly from economic initiatives 
that brought infla tion down from 


157 per cent annually in 1987 to an 
annual 8 per cent last year, and 
privatised hundreds of state-owned 
businesses. While average wages 
have risen modestly in the Salinas 
presidency, they are still lower in 
real terms than at the be ginnin g of 
the 1980s. 

Over the past decade the large 
gap between the rich and poor has 
widened. The richest 20 per cent of 
the population received 54.2 per 
cent of national income in 1992 
against 43.4 per cent in 1984. The 
income of the poorest 20 per cent 
fell from 5 per cent in 1984 to 4JJ per 
cent of national income in 1992 

However, both the present gov- 
ernment and aides to Mr Colosio 
insist that broad commitment to 
pro-market measures such as dere- 
gulation, privatisation and eco- 
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nomic stability will continue. Mr 
Santiago Ofiate, an adviser to Mr 
Colosio, says; “Mr Colosio believes 
in the continuity of what worked 
under President Salinas 
The government's freedom of eco- 
nomic manoeuvre is partly con- 
strained by membership of Nafta, 
which Mexico joined on January 1. 
The accord removes tariff and non- 
tariff barriers between the US. Can- 
ada and Mexico over 15 years and 
thus puts pressure on the Mexican 
government to follow pro-business 
policies that encourage companies 
to compete. 

So while the government has lit- 
tle room to act in the economic 
arena, it has decided to react to 
public pressure for political change. 
There are widespread calls , encap- 
sulated by the Zapatistas, for the 
overhaul of an electoral system that 
favours the PRI over the opposition. 
Hie PRI decides who will sit on the 
electoral tribunals which rule on 
the legitimacy of elections. It also 
outspends the opposition through 

its privileged access to state and 
private sector resources, and enjoys 
favourable coverage on the coun- 
try's two private television net- 
works. 

B acked by all the main 
opposition parties, the 
government plans to 
allow the opposition to 
veto members of the 
electoral tribunals, require the pri- 
vate television companies to give 
equal time to the opposition, and 
reduce statutory limits on campaign 
spending per party from S2l5tn to 
S42m for the whole election, as well 
as to outlaw the use of state funds 
in campaigns. 

These changes followed the 
replacement of Mr Patrocinio Gonz- 
alez Garrido. the hard-line interior 
ministry, with Mr Jorge Carpizo. 
the respected former attorney-gen- 
eral in January. Mr Carpizo, who 
assumes overall responsibility for 
the management of the elections, 
said when appointed that he was 
not a member of the PRI, and 
staked his reputation on ensuring 
the political reform agreement 
holds firm. 

Mr Camacho says electoral reform 
is a prerequisite for solving the con- 
flict in Chiapas, since it meets rebel 
demands for greater democracy. 
Still, the details have to be negoti- 
ated, and Mr Carpizo's commitment 
notwithstanding, talks between the 
political parties could yet break 
down. 

Mr Cardenas’ party warns that if 
political reforms are not undertaken 
and this August's election is not 
free then much of the country may 
be convulsed by upheaval. “If the 
government doesn't keep to the 
reforms, things will get much 
worse,” says Mr Ricardo Pascoe, a 
dose aide to Mr Cardenas. “We will 
go back on the warpath." 


Capitalist tools for Chinese workers 


China's embrace of 
“market-based so- 
cialism" requires 
that its policy- 
makers turn to a 
new mix of policy 
tools for managing 
their economy. With 
more than IS per 
cent growth test year, mismanage- 
ment could lead to economic over- 
heating and a “hard landing” simi- 
lar to that seen In 1989. As this 
economic dynamo gropes towards 
“socialism with Chinese character- 
istics”, its reformers should search 
abroad for adaptable financing tech- 
niques to ease the way. 

For example, to rein in 20 per 
cent urban inflation, Beijing is 
again requiring that workers buy 
government b onds- The accompany- 
ing discontent could be softened by 
allowing workers to swap the bonds 
far shares in their employer. This 
would remove tire need to pay infla- 
tion-fuelling interest payments and 
tr ansf orm the forced savings into 
an investment whose value could be 
inflnamrad by the workers' efforts-. 
France's recent sale (ff “Balladur 
bonds* offers a precedent, where 


Naked 

ambition 

■ Don't cry for John Major. 
Britain's unpopular leader. On a 
scale of one to 10, his party's sex 
scandals hardly get on the score 
sheet when compared with the 
brouhaha surrounding the first 
rafry (ff Brazil's President Itamar 
Franco in Rio de Janeiro’s recent 
carnival. 

Franco's problems started when 
Lilian Ramos, an actress and 
Playboy model, managed to sneak 
into the president's box daring the 
parade. The couple were obviously 
taken with each other, since they 
were soon exchanging glances, 
kisses and phone numbers. 

Unfortunately for the president, 
a 63-year-old divorced father of two, 
several photographers bad already 
spotted that Ramos was even more 
scantily clad than some other 
carnival-goers. “When I took my 
panties off I didn't know I was 
going to meet the president,* 
admitted the publicity-hungry 
samba dancer. 

Apparently unaware of the 
shocking photos which were about 
to appear in the Brazilian papers, 
the president phoned his new-found 
friend on Monday, only to find later 
that his calls had been taped in 
the presence (ff journalists - who 
make The Sun’s newshounds look 
like angels .. . 

Carnival is a time when normal 
rules of behaviour are broken in 


purchasers were allowed to 
exchange this public debt for shares 
in BanqueNatianale de Paris or any 
other French privatisation. 

Such worker-oriented swaps could 
help motivate China's dispirited 
workforce - a key c h a l le ng e facing 
both tire old and the new socialism. 
Certainly, worker ownership should 
cause no ideological nose bleed, 
even among the most conservative 
members or the state council 
Employees of state-owned enter- 
prises could also be allowed to 
exchange employer-held Beijing 
bonds for a stake both in their 
employer and its suppliers and dis- 
tributors. This would help to foster 
a commercial commonality of inter- 
est similar to Japan's Kelretsu- 
based “communitarian capitalism". 

Likewise, where China’s banks 
hold poor-performing loans, that 
debt could be swapped for equity - 
akin to Germany’s “stake-holder 
capitalism" where lenders often 
hold client shares. 

With proper training, China's 
bureaucratic bankers could be 
transformed into a positive force for 
economic reform. As bank-moni- 
tored companies grow stronger, 


Brazfl. However, the Catholic 
church said that the spectacle of 
the country's head of state dallying 
with the dancer was doubly 
regrettable because it occurred 
on the eve of a national campaign 
to encourage family values. 


Buck House 

■ Late news flash from the 
pass-the-buck department The 
Department of Trade and Industry 
Tina admi tted that it underestimated 
the number of companies entering 
administration under UK 
insol vency law by mare than half 
in the first six months (ff last year. 

However, the DTI is spared any 
real embarrassment because such 
official figures are now released 
through the Association of British 
Chambers of Commerce. Indeed, 
when it owned up to getting its 
facts and figures wrong, it 
suggested that the real blame 
should not lie with itself or the 
ABCC, but Companies House. Once 
part iff the DTI, Companies House 
is now a Next Steps agency and 
expected to take responsibility for 
itself. 

How convenient. 


Odd man out 

■ How come John Major didn’t 
include a doctor in his team For 
Moscow? Given that there has been 
so much speculation about the 
health of Russia's President Yeltsin. 


they could again turn to loans - to 
repurchase these shares from work- 
ers via an employee stock owner- 
ship plan (Esop), a financing tech- 
nique utilised in more than 10,000 
US and UK corporations. Esops 
could also provide a market for for- 
eign investors’ shares, offering a 
means for transforming foreign cap- 
ital into politically palatable worker 

With proper training, 
China’s bankers 
could be transformed 
into a positive force 
for economic reform 


ownership - while also enhancing 
China's appeal to those investors 
worried about a ready exit for their 
funds. 

Similar financial hybrids also 
hold promise. For example, due to a 
propensity among Chinese to save, 
economic reformers live with the 
spectre of a potentially inflationary 
currency “overhang" (Chinese 
hanks bold savings to talling' some 
15 months’ wages for every worker). 


Observer 





it might have been helpful if the 
PM*s quack was on hand, especially 
since Yeltsin is not going to have 
any more foreign visitors for 
several months to oome. 

In the good old communist days, 
foreign governments often seemed 
more interested in how long 
Russia's leaders would last 
physically rather than politically. 

When Harold Wilson visited the 
Kremlin in the 1960s, he took along 
his personal physician with the 
sole aim of getting an arm's-length 
diagnosis of whether Andre 
(fromyfco, Russia’s foreign minister, 
was nearing the end of his inning s. 

Sadly, the only thing that 
Wilson’s doctor could conclude 


The frustration of the Chinese at 
the lack of alternative investments 
became apparent last year in Shen- 
zhen when a shortage of shares in a 
public offering led to a riot. 

Also troubling for reformers’ 
efforts is the tendenc y of state-run 
banks to funnel nationwide savings 
into urban locales, including specu- 
lative real estate, starving the rural 
sector of capital. Encouraging work- 
ers to invest in their employer is an 
obvious first step. As the next logi- 
cal step, residents in certain com- 
munities could be allowed to buy 
shares in companies located in 
those communities- In addition to 
soaking up local savings, such 
mechanisms would also provide 
local companies with a needed, non- 
bank source of funds. 

Such investment vehicles could 
mimic capital markets, but without 
the absentee capitalist aspect 
shunned by socialist ideologists. 
Also, granting locals access to 
mechanisms for investing savings 
locally can boost national savings 
and dam pening infla tion. 

Financial engineering could help 
replace dwindling provincial tax 
revenues. For example, service-pro- 


was that there was something 
wrong with Gromyko’s jaw. 


Black- balled 

■ Black mark or black tie? 
Economists, it seems, merit one 
and not the other. 

Social highlights of the Gilt-Edged 
Market-Makers Association's spring 
season inclu de a black tie dinner 
with the governor of the Bank of 
England and another with the 
chancellor of the exchequer. 

“There will be one guest from 
each GEMM [gilt-edged market 
maker]; your representative should 
he a senior practitioner, not an 
economist, and the intention is 
to have an open discussion on 
matters affecting the gilt market,” 
says Euan Harkness, Gemma's 
chairman, in his invitation to 
members. 

Surely it is not the chancellor 
who is insisting on keeping the 
teenage scribblers out? 


Roger and out 

■ John Prescott, Labour's shadow 
employment secretary, has always 
been a bit special. When Observer 
was a ship’s steward on the 
cross-Channel ferries in the 1960s. 
Prescott and his colleagues, 
criss-crossing the Atlantic serving 
gin and tonics on Canard liners, 
were regarded with awe. 

Those were the days before 
seamen’s strikes, when Cunard's 


viders (electricity, telecommunica- 
tions. etc) could allow consumers to 
invest in bonds, with proceeds ear- 
marked to finance load services. 
Those bonds, in turn, could be 
swapped for shares paying in-klnd 
dividends (such as telecommunica- 
tion services). Farmers holding 
state-issued IOUs could be allowed 
to swap a portion of that debt for 
shares in support services, such as 
a fertiliser plant, collecting in-kind 
dividends similar to thng» paid by 
farmers’ cooperatives worldwide. 

China has an historic opportunity 
to design an extraordinary econ- 
omy. combining prosperity with 
political stability. Importantly, 
reformers could ensure that China 
is owned largely by working Chi- 
nese. The challenges are immense. 
Yet with financial creativity and 
experimentation, China can tap the 
dynamism of market forces and 
remain true to its core principles. 

Jeffrey R. Gates 

The author is president of an inter- 
national consulting firm with offices 
in Atlanta and Washington DC 


catering staff were reputed to chuck 
the washing-up overboard if it was 
piling up too quickly in the galley. 
No doubt Prescott never took such 
short cuts, but he admits, in an 
interview in yesterday's Daily 
Telegraph, that he was twice 
charged with mutiny. 

Indeed, he claims that his 
mutinous activities led to a change 
in the regulations. “If you are 
caught with a woman passenger, 
you are no longer chained with 
broaching ship's cargo," boasts 
Prescott. 

Unfortunately, Cunard does not 
agree with its ex-employee’s version 
of events. “Not only do we not treat 
passengers as cargo, but only 
officers are allowed to mingle with 
passengers.” says Cunard. 

Back in your bunk, Prescott 


Political correction 

■ Smythson. the Queen's Bond 
Street stationers, has taken 
Observer to task for suggesting 
that dropping the “man" from its 
Businessman's Organiser was done 
for reasons of political correctness. 
To prove that the firm has not 
completely bowed to the PC lobby. 
managing director Sarah Elton 
has sent round a copy of 
Smythson's wafer address book 
entitled Blondes, Brunettes and 
Redheads. 

It would make an ideal thank 
you present for a man-about-town 
like Alan Clark, the ex-defence 
minister 
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Gen Rose seeks extra forces to help monitor Sarajevo withdrawal 

West cool on UN troop request 


By Judy Dempsey and David 
Owen In London and John Lloyd 
hi Moscow 

Western European governments 
yesterday shied away from a 
United Nations request to send 
more troops to the Bosnian capi- 
tal of Sarajevo. 

The uncertainty over plans to 
reinforce UN troops came as Rus- 
sia hardened its opposition to 
Nato air strikes to enforce the 
withdrawal of Serbian positions 
around the city, and the collec- 
tion of heavy artillery. 

General Sir Michael Rose, the 
British UN commander based in 
Sarajevo, wants an immediate 
addition of 3,000 troops to help 
monitor the collection, of weap- 
ons held by Bosnian Serb and 
Bosnian government forces, 
supervise their storage and demi- 
litarise the city. More than 30.000 
UN troops are based in the for- 
mer Yugoslavia, the majority in 


UN-protected areas in Croatia. 

The withdrawal and collection 
of all heavy artillery pieces must 
be completed by midnight on 
Sunday, otherwise the UN com- 
manders on the ground can ask 
Nato to carry out air strikes on 
Bosnian Serb positions. 

British and French officials 
were last night reluctant to com- 
mit any more troops, while Wash- 
ington and London believed “sev- 
eral thousands of ground troops” 
would be required to act as 
peacekeepers once the city has 
hp*n demilitari sed. The US hag 
no ground troops in the former 
Yugoslavia. 

In London, British officials said 
Mr Douglas Hurd, the foreign sec- 
retary, had not yet decided 
whether to redeploy some of the 
2,500 troops already based in Bos- 
nia, or send additional forces. A 
Downing Street spokesman said 
last night that "nothing could be 
ruled out”. 


Mr Hurd told the BBC Grom 
Moscow; “There must be a fair 
division of responsibilities - we 
have carried out really more than 
our fair share.” 

In Paris. Mr Richard Duque, 
the French foreign ministry 
spokesman, said the government 
had no plans to holster Its forces. 
France, with the largest contin- 
gent. already has 6,000 troops in 
the former Yugoslavia, of which 
2,000 are based in Sarajevo, about 
2,000 in other parts of Bosnia, 
and the remainder in UN protec- 
torates in Croatia. The Dutch 
government said its 2,400 troops 
were more than proportionate to 
the size of the Netherlands. 

Military experts in London and 
Paris said any delay in respond- 
ing to Gen Rose's request, would 
be seen as "weakness” on the 
part of the west Europeans, 
adding that reinforcements could 
be quiddy redeployed from Croa- 
tia. These would, however, have 


to be replaced in order to prevent 
Serb or Croat forces exploiting a 
vacuum. 

“We have to maintain the 
momentum,” an adviser to Nato 
said, adding that any large-scale 
demilitarisation of Sarajevo 
would require tens oF thousands 
of troops. 

In Moscow, Mr Sergei Lavrov, a 
deputy foreign minister, told par- 
liament that the Nato ultimatum 
to the Serbs to withdraw artillery 
or face strikes was “illegitimate 
and contradictory to UN deci- 
sions”. Mr Vitaly Churkin, dep- 
uty fordgn minister, held talks 
yesterday with President Slobo- 
dan Milosevic of Serbia. Russia 
has said it will not redeploy any 
troops based in Croatia to Bosnia. 

Mr Lavrov said Mr Yuri 
Vorontsov, the Russian ambassa- 
dor to Nato, had been instructed 
to object to air strikes if the guns 
were not removed before the 
deadline. 


Greece cuts Macedonian trade link 



By Kerin Hope In Belgrade 

Greece said yesterday it was 
freezing diplomatic ties with 
Macedonia and would no longer 
permit the former Yugoslav 
republic to import Riel and other 
goods through the northern 
Greek port of Thessaloniki 

Mr Andreas Papandreou. the 
Greek prime minister, made the 
announcement live on television 
before the start of a cabinet meet- 
ing, adding that “as words can be 
underestimated, Greece is forced 
to make its position clear with 
specific actions." 

The move came in response to 
mounting domestic criticism of 
the Socialist government for fall- 
ing to wring concessions out of 
Macedonia in the dispute over its 
name and use of an ancient 
Greek symbol, the Vergina star, 
on its flag. 

The heavy-handed Greek action 
is likely to embarrass its Euro- 
pean Union partners particularly 
since Greece currently holds the 


rotating presidency of the EU. 

The Greek government was 
clearly put out when the US fol- 
lowed EU member states in 
granting official recognition to 
Macedonia last week, ignoring 
repeated Greek requests that the 
Macedonians should first be per- 
suaded to change the flag. 

The Greek decision to deny 
Macedonian companies access to 
Thessaloniki could have a serious 
impact on the Macedonian econ- 


omy, already suffering from UN 
sanctions on neighbouring 
Serbia. Macedonia Imports 
almost all its oil used for domes- 
tic and industrial consumption, 
by train and truck from a storage 
facility outside Thessaloniki, its 
closest outlet to the sea. 

Mr Papandreou is under attack 
from his party's radical wing for 
not opposing more strongly the 
Nato ultimatum on air strikes 
against the Bosnian Serbs. Mr 


Carolos Papoulias, foreign minis- 
ter, visited Belgrade earlier this 
week to reassure President Slobo- 
dan Milosevic that Greece does 
not intend to weaken its close 
relationship with Serbia. 

In the Macedonian capital 
Skopje, the Macedonian foreign 
ministry said It had been 
informed that the Greek consul- 
ate there was being closed and its 
staff withdrawn. Mr Papandreou 
spoke of a decision to “suspend 
the activities of its consulate in 
Skopje”, leaving the exact status 
of relations uncertain. 

In order to dispel Greek claims 
that Macedonia's name implies a 
territorial claim on the Greek 
province of Macedonia. Skopje's 
president Kiro Gligorov has said 
he is willing to sign an agree- 
ment guaranteeing the border 
with Greece. 

However, VMRO, the Macedo- 
nian nationalist party, has marfe 
clear it would block the two- 
thirds majority needed in parlia- 
ment if the flag is to be changed. 


Bundesbank issues debt warning 


By Quentin Peel In Bonn 

The indebtedness of the entire 
German public sector is likely to 
reach almost DM2,000bn 
($l455bn). or roughly 60 per cent 
of gross domestic product, by the 
end of this year, Grom 56 per cent 
last year, the Bundesbank 
warned yesterday. 

The rise means public sector 
debt is “approaching by leaps 
and bounds" the critical point on 
the economic convergence crite- 
ria laid down in the Maastricht 
treaty, which sets a debt celling 
of 60 per cent of GDP for member 
states of the European Union 
seeking to create an economic 
and monetary union. 

Germany is already outside the 
Maastricht criteria as far as the 
narrowly defined public sector 
deficit is concerned, with net bor- 
rowing at 3.4 per cent of GDP in 
1993, according to the central 


bank’s latest monthly report. The 
Maastricht criterion for public 
deficit is 3.0 per cent 

By the end of last year, public 
sector debt had reached 
DMl,510bn or 48.5 per cent of 
GDP, compared with DML345bn 
or 44J5 per cent at the end of 1992, 
the report says. If the outstand- 
ing debts of the German railways 
are included, as well as the liabil- 
ities of the Treuhand privatisa- 
tion agency in east Germany, the 
public debt at the end of last year 
amounts to DML74bn. or 56 per 
cent of GDP. The railways debt 
burden falls on the central exche- 
quer from last January 1, while 
the Treuhand's liabilities will be 
taken over from January 1 1995. 

The Bundesbank’s calculations 
confirm those of private sector 
economists, who have warned 
about the “mountain of debt” 
being accumulated by the Ger- 
man public sector, as a result of 


the costs of unification, com- 
pounded by the current sharp 
recession. 

The latest analysis by the 
Dresdner Bank, for example, esti- 
mates that the debt burden will 
rise above DM2,000bn in the 
course of the year. It warns that 
without far more drastic cuts in 
public expenditure than, the 
recent DM25bn savings package 
- it suggests at least DMTObn - it 
will be impossible even to stabi- 
lise the debt at that level. 

In spite of its gloomy progno- 
sis, the Bundesbank remains 
fairly complimentary about the 
efforts of public authorities to 
curb spending. It notes that if 
costs directly related to recession 
and unification are excluded, fed- 
eral spending in 1993 rose only 2 
per cent. It warns, however, that 
continuing rigorous savings mea- 
sures must focus on spending 
cuts, and not tax rises. 


EU fines big 
steelmakers 

Continued from Page 1 


publication of correspondence 
between cartel members - has 
undermined the argument of pri- 
vate steelmakers that last Decem- 
ber's restructuring deal for the 
industry underwrites unfair com- 
petition from state-aided manu- 
facturers. 

Under the December deal, 
state-owned steelmakers in 
Spain, Germany and Italy 
received government subsidies 
worth Ecu6.8bn In return for 
capacity cuts of over 5m tonnes. 
Non-aided producers, however, 
are supposed to deliver capacity 
cuts of between 19m and 25m 
tonnes. 

So far, according to Mr Martin 
Bangemann. the industry com- 
missioner, they have delivered 
13m tonnes of cuts, with 4m 
tonnes more promised. 
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Europe today 

Germany, the Benelux and western Russia 
will be wintry and sunny. Winds win be weak 
to penile. The UK win remain cloudy in the 
east with some drizzle, while the south will 
have a misty morning and some sunshine in 
the afternoon. Ireland will have increasing 
cloud with rain in the evening. Southern 
Scandinavia win be settled but very cold with 
morning temperatures below -15C. Poland 
will have scattered cloud with snow flurries. 
France, the Alps, Spain and northern Italy win 
be dry with a mixture of cloud and sun. 
Southern Italy will have showers and the 
southern Balkans wfll have widespread vafiey 
showers and some mountain snow. 

Five-day forecast 

High pressure win prevail over southern 
Scandinavia and winds from the east win 
begin to increase. Dry and cold continental 
air wiH move over much of central and 
western Euupe. There will be plentiful 

sunshine with minimum temperatures 
between -5C and -15C. Afternoon 
temperatures wfll be around freezing. 
Southern Europe win remain unsettled with a 
mixture of showers and sunny periods. 
Showers will be widespread and quite heavy 
in the eastern Mediterranean. 

TODAY'S TEMPERATURES 
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THE LEX COLUMN 

Nerves of steel 


There must indeed be a connection 
between the European Commission's 
□npoatiob of stiff fines on steel pro- 
ducers accused of infringing competi- 
tion rules and its efforts to cajole them 
Into cutting production. If its leaked 
intention to fine was a threat, it failed. 
The fines have no further use as bar- 
gaining chips since it will be up to the 
European Court to decide whether to 
rescind them once the companies 
appeal. But the companies have been 
so irritated that the chances Of agree- 
ment on production cuts look even 
more remote. 

In view of its outspoken criticism of 
December's feeble EU agreement on 
subsidies, some in the Commission 
must be quietly pleased at the coinci- 
dence which imposed on British Steel 
the largest fine. Yet its share price 
actually managed a marginal gain yes- 
terday. Perhaps the Ecu32m fine sim- 
ply looks insignificant agains t group 

net assets of £3.7bn. Profits should be 
spared a fait, at least until the appeal 
is derided. British Steel has no more 
production cuts of its own to offer. But 
it would be wasting shareholders* 
money if it paid for others to make 
cuts without first making absolutely 
sure that subsidised competitors could 
no longer step into the breach. 

If that did ever happen, British 
Steel's low costs would almost cer- 
tainly allow it vastly to increase its 
European market share. Its strong bal- 
ance sheet means it can survive the 
subsidy wars better than other 
unaided producers. But that is no rea- 
son for the equity market to rejoice, 
because the costs wfll be high. The 
shares are mainly resilient for a rea- 
son that will ultimately make the 
problem worse. Production restraints 
and the prospect of economic recovery 
have buoyed product prices. The lon- 
ger that continues the harder it will be 
to stop the subsidies - which probably 
also explains the Commission's 
extreme frustration. 

UK economy 

When economic statistics are drib- 
bled into the market day by day, the 
result is often sharp lurches in mood. 
When they seem to come all at once, it 
is more likely to be be bewilderment - 
unless like yesterday they mostly 
seem to point in the same general 
direction. The increase in unemploy- 
ment may have been a blip, but bath 
manufacturing employment and 
vacancies are down. Taken together 
with lacklustre retail sales and Tues- 
day’s disappointing figures on indus- 
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trial output, the picture emerges of an 
economy whose recovery has slowed 
since November's budget 

That need not be a signal for alarm 
but it does make another base rate cut 
more likely before April's tax 
increases start to bite. At least the 
inflation news is good on both the 
wholesale and retail price fronts. 
There are some signs that pay settle- 
ments are starting to creep up, but 
December's quickening in unit labour 
costs mostly reflects the fall in produc- 
tion during that month. The equity 
market's 54-point rally since Monday 
night reflects new hopes for lower 
interest rates. But the same data 
which are encouraging such optimistic 
thinking suggest earnings may be 
insufficient to support share prices if 
the cuts do not arrive. 

Rhdne-Poulenc 

Rhone-Poulenc’s predictions have 
proved erratic in the past and it there- 
fore came as a relief that Us 1998 
results were only as dire as forecast at 
the time of privatisation. The com- 
pany warned last year that the chemi- 
cals industry was experiencing its 
most difficult trading conditions since 
the second world war. The 36 per cent 
fall in net income bears out the point. 
But Rhdne-Poulenc' s appeal lay in its 
big exposure to the next upswing in 
the chemicals cycle. The more worry- 
ing aspect to yesterday's statement 
was that the company foresaw no sig- 
nificant profits rise until 1996, or later. 

A highe r dividend than many expec- 
ted will help sugar the pill in the 
meantime. Some of the financial ingre- 
dients on Rhone-Poulenc’s balance 
sheet should also work to its advan- 


tage this year. Lower debt, an expan- 
ded equity base, and improved cash 
flow combined with the reduction in 
French interest rates will significantly 
ease the financial strains. Bright 
spots, such as the 20 per cent profits 
rise from North America, provide addi- 
tional encouragement. The FFrlJZbn of 
restructuring provisions taken last 
year also illustrate how the company 
is happy to endure pain today to 
deliver earnings growth tomorrow. 

Nevertheless, a share rating or 38 
times 1993 earnings anticipates a lot. 
Rhdne- Poulenc's experience hardly 
prorides the most encouraging back- 
drop for the next wave of French pri- 
vatisations. No-one pretended the pri- 
vatisation offers would produce quick 
returns. Yet few forecast just how 
long the wait would be. 

BMW/Rover 

It must be heartening for Rover to 
hear that BMW intends to invest more 
In the business than BAe had intended 
to. While BAe pointed to its invest- 
ment in Rover at the time of the sale, 
in truth most of that money had come 
from Rover's own cash flow. That lim- 
ited the need for external finance, but 
did not provide a long-term solution to 
Rover's capital needs. 

Much now turns on Honda’s attitude 
to BMW and Rover. If it withdraws 
co-operation at an early stage, BMW 
will have to fund some early conver- 
sion of Rover's models. Against that, 
many of Honda's supply contracts are 
hi g hl y profitable, so a deal may well 
be struck. It is still possible that 
Honda will join a tripartite alliance. 

Assuming that BMW had to go it 
alone, however. Land Rover will 
require substantial investment Much 
of its cash has been diverted over the 
years to fund the improvement in 
Rover cars. Land Rover's engines and 
gear boxes are ageing, and need to be 
updated to fake on Far Eastern compe- 
tition. Capacity at the Solihull plant 
must also be significantly expanded if 
BMW intends to push Discovery and 
an updated Range Rover in the US. If 
Land Rover is allowed to keep Us 
cash, it can fond much of the need. 
Rover, however, will require funds 
from BMW if its models are to be 
developed. The Rover 600 and 800 
ranges may be rationalised or could 
borrow from BMW's 5-series. So the 
largest investment decision will be on 
the small car. BMW will have to find a 
large amount of money to replace the 
Metro and guarantee the Langbridge 
plant a long-term future. 
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Safety and reliability are paramount for the challenging conditions encountered in North Sea gas exploration. That's why Elf 
Enterprise chose John Crane for the vital job of sealing the gas compressors on their Piper B pLufonn. 

John Crane's Type 28 spiral groove dry-runninggas seals have already clocked upowr 10 million trouble-free operating hours on 
more than 1.000 gas compressors around the world, on and off shore. With safety in mind, that's a reassuring trade record. 
What's more, the seals cut construction and maintenance costs and save both weight and energy 
John Crane is one of TI Group's three specialised engineering businesses, the others being Dowty an d Bundy. 

Each one is a technological and market leader in its field. Together, their specialist skills enable 


Tl Group to gpt the critical answers right for its customers. Worldwide. 
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